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Highlights 


© World Tourism Organization (WTO) data shows that the growth 
in international tourist travel fell in 1997 after experiencing 
sustained growth from 1986 to 1996. 


Canada did not escape this trend. Overseas residents reduced 
their trips of one or more nights to Canada by 3% in 1997 over 
1996. The drop in the number of tourists from Asia was the 
most remarkable. This downward trend continued in the first 
quarter of 1998, with the number of overseas residents travelling 
one or more nights decreasing to 13% (31% fewer Asian 
tourists). 


However, American trips to Canada increased by 7% in the first 
quarter of 1998 compared with the same quarter in 1997, 
reaching a record number of 7.4 million trips. The result was a 
5% increase in the total trips taken by all non-residents to Canada 
in the first quarter of 1998 compared with the same period in 
1997. 


Despite fewer travellers from Asia, the travel deficit improved 
in the winter of 1998 compared with the winter of 1997. The 
significant increase in expenditures by US travellers to Canada, 
together with the drop in expenditures by Canadians travelling 
south of the border made a marked contribution to the 
improvement in the deficit. 


rom 1986 until very recently, international tourism 
experienced a period of rapid growth worldwide. In 
1996, for all trips of one or more nights taken any- 
where in the world there was sustained growth of 5.6 percent 
in arrivals! and 8.2 percent in international tourism receipts” 
as compared with 1995. These increases represented 
595 million out-of-country trips taken around the world and 
$434 billion US in revenue. 
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World Tourism Organization, Arrivals of Tourists from Abroad 
(Thousands), Madrid, 1998. 

? World Tourism Organization, International Tourism Receipts 
($US Million), Madrid, 1998. 
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For international trips with Canada 
as a destination, the increase was 3.6 
percent for arrivals from overseas and 
4.3 percent for arrivals from the United 
States. Spending during these visits 
increased by 3.3 percent on overseas 
trips and 10.8 percent on visits from the 
US. Combining these expenditures with 
those made by Canadians on trips within 
the country, overall tourist spending in 
Canada amounted to $41.8 billion, an 
increase of 4.7 percent from 1995, and 
the number of jobs generated by tourism 
increased by 2.2% during this period’. 

In May 1997, the WTO announced 
that the tourists most likely to travel 
outside the East Asia/Pacific region 
were the Japanese and Australians. 
With the growing numbers of these 
tourists to Canada, the country would 
undoubtedly have benefited from this 
situation. However, in the second half 
of 1997, acrisis erupted in Asia’s finan- 
cial markets. As a result, the interna- 
tional tourism industry which had been 
growing so well was negatively affected, 
its growth slowing considerably. In the 
light of recent data from the Interna- 
tional Travel Survey (ITS), this article 
examines the situation of travel to 
Canada up to and including the first 
quarter of 1998. 


Increased number of trips 
overall 

In the first quarter of 1998, Canada was 
a destination for 7.9 million interna- 
tional visits. Table 1, which compares 


Table 1 
Non-Residents Travelling to Canada 


Total trips: 7,020 


Origin: 
US: 6,484 
same day 4,879 
one or more nights 1,605 


All other countries: 536 
one or more nights 500 


15t Quarter 


these entries by category with those made 
in the same quarter in 1996 and 1997, 
shows that, counting all points of origin 
and lengths of stay, travel to Canada was 
up by nearly 5 percent over the first 
quarter of 1997. Trips of one or more 
nights coming from the United States 
increased by 7 percent, while travel from 
overseas points of origin decreased by 
13 percent. The significant increase in 
the number of trips by Americans more 
than made up for the reduced number 
from all other countries, as trips of one 
or more nights increased overall by 
2 percent in the first quarter of 1998 from 
the first quarter of 1997. 

Overseas residents made a total of 
521,000 visits while American residents 
made 7.4 million visits in the first quarter 
of 1998. Spending associated with these 
visits totalled $1.6 billion, an increase of 
close to 17 percent in relation to the first 
quarter of 1997 (Table 2). This substan- 
tial increase in expenditures can be 
attributed solely to Americans, as spend- 
ing by residents of other countries de- 
creased by 4 percent, as shown in Table 2. 


Overseas trips down by 
13 percent 


Table 1 shows that trips of one or more 
nights in Canada by residents of overseas 
countries dropped by 13 percent during 
the first three months of 1998 as com- 
pared with the same period in 1997. 
There had been a marked increase in these 
visits (14 percent) in the first quarter of 


Change 


1997 1998 97/96 98/97 


in thousands % 


7,561 


6,939 
5,245 
1,693 


622 
572 


Note: Data may not add to totals due to rounding. 


Source: International Travel Survey 
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Note of appreciation 


Canada owes the success of its statistical 
system to a long-standing partnership between 
Statistics Canada, the citizens of Canada, its 
businesses, governments and other institu- 
tions. Accurate and timely statistical informa- 
tion could not be produced without their 
continued cooperation and goodwill. 


Table 2 
Trip Expenditures of Non-Residents Travelling to Canada 


1996 


Total expenditures: 1,317,481 


801,782 
221,217 
580,565 


same day 
one or more nights 


All other countries: 
one or more nights 


515,699 
514,741 


-- Amount too small to be expressed. 
Source: International Travel Survey 


Table 3 


Overseas Trips to Canada by Origin 


Trips of One or More Nights 


Trips of one or more nights: 500 


Regions: 

Europe: 242 
United Kingdom 80 
France 47 
Germany 45 

Africa 6 

Asia: 190 
Japan 85 
Hong Kong 29 
South Korea 19 
Taiwan 7, 

Central America and Other 

North America: 14 
Mexico 9 
Carribean 10 
South America 13 
Oceania: 25 
Australia 20 


Note: Data may not add to totals due to rounding. 
Source: International Travel Survey 


1997 over the first quarter of 1996. 
Overall, entries from all continents 
except Oceania‘ and Central America 
were lower in the period examined 
(Table 3). This reduction is in contrast 
to the rate of increase for overseas trips 
recorded over more than a decade 
(Chart 1). Even during the years of 
recession (1990 to 1993)° which had an 
effect on tourism as on other areas, there 
was no decrease in this type of trip, with 
the exception of the winter of 1992 (and 


1st Quarter 


1,384,565 


15t Quarter 


Change 


1997 1998 97/96 98/97 


in thousands $ % 


1,617,781 


816,189 
234,293 
581,896 


1,073,520 
355,830 
717,690 


568,376 
567,103 


544,261 
543,438 


Change 


1997 1998 97/96 98/97 


in thousands % 


572 


even then, only by one percent) when 
the Gulf Crisis was at its peak. 

Trips by European residents de- 
creased from 271,000 in the first quarter 
of 1997 to 266,000 in the first quarter 
of 1998. It should be noted, however, 
that in spite of this reduction, they still 
travelled more than during the winter of 
1996. This applies as well to trips from 
all continents except Asia. Among those 
European tourists most important to 
Canada, Germans had the greatest 
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reduction in the number of trips to 
Canada in the winter of 1998 compared 
to one year earlier. 

Further, in the winter of 1998, trips 
of one or more nights by overseas 
travellers arriving in Canada after 
passing through the United States were 
down by more than 28 percent from a 
year earlier. As direct trips were down 
by only 4 percent during the same period, 
the proportion of direct entries increased 
from 62 to 67 percent. This increase in 
the proportion of arrivals directly to 
Canada has an important economic 
impact because typically, these travellers 
stay longer in Canada than those who 
arrive through the United States, and 
spend more money per visit. 

In addition, business trips by resi- 
dents of overseas countries were down 
by 23 percent overall. Following this 
trend, trips mainly for the purpose of 
visiting family or friends were generally 
down. In all, there was also a 23 percent 
decrease in this type of visit. 

Total expenditures by foreigners 
staying one or more nights in Canada in 
the first quarter of 1998 were 
$543 million. This figure, accentuated 
by a reduction in the number of trips 
from the first quarter of 1997, was 
4 percent lower than the year before. 


Provincial characteristics 
British Columbia was the only province 
that received a higher number of visits. 
On the other hand, it was the only 
province that had seen a reduction in the 
number of overseas tourists from the first 
quarter of 1996 to the first quarter of 
1997 (see Table 4). Furthermore, with 
the exception of Asia, there was an 
increase in visitors to this province from 
every point of origin. A large part of the 
growth in tourism was due to the 
increased number of visitors from Great 
Britain. Approximately one out of every 
five tourists in British Columbia in 1998 
was from Great Britain, as compared 
with one in ten the year before. 

In Ontario, a reduction in the number 
of visitors from virtually all points of 
4 The ITS defines Oceania as comprising these 
countries: Australia, New Zealand, Other 
Australian Islands and Other not elsewhere 
stated. 

World Tourism Organization, Tourism 2020 
Vision: Influences, Directional Flows and 


Key Trends, Executive Summary, Madrid, 
1998. 
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Chart 1 

Travel by Overseas Residents to Canada 

Trips of One or More Nights, First Quarter 1986 to 1998 
in thousands 

700 
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500 

400 
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1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 


Source: International Travel Survey 


Table 4 
Overseas Visitors to Canada 
Trips of One or More Nights 


1st Quarter Change 


1997 1998 97/96 98/97 


in thousands % 
Province visited: 567 


Atlantic provinces 16 
Quebec 109 
Ontario . 197 
Western provinces 62 
British Columbia! 183 


1 Includes the Northwest Territories and Yukon 
Source: International Travel Survey 


Chart 2 


Share of Travel Expenditures by Overseas Residents, 
Selected Provinces 

Trips of One or More Nights, First Quarter 

share 

45 


40 1996 1997 M 1998 
35 


30 


Quebec Ontario Alberta British Columbia 
Province 


Source: International Travel Survey 


origin led to a 31 percent overall drop 
in the number of visits. A large propor- 
tion of the tourism receipts in Ontario 
come from Asian travellers and the 
decrease in the number of visitors from 
that continent undoubtedly contributed 
to the lower overall figures. To add to 
this problem, Great Britain, the most 
important source of tourists for Ontario, 
seems to have spurned that province in 
favour of British Columbia. In the first 
quarter of 1997, 29 percent of all money 
spent by British tourists went to Ontario, 
compared with only 15 percent during 
the same quarter in 1998. The result is 
a major decrease in the share of tourism 
receipts for Ontario. In addition, over 
the first three months of 1996, 
28 percent of all spending by overseas 
visitors was done in Ontario. This share 
had increased to 34 percent by the winter 
of 1997, but fell to 24 percent for the 
same period in 1998. Chart 2 clearly 
illustrates the variation in provincial 
proportions of tourist spending for the 
three winter periods from 1996 to 1998. 


Situation in the countries of 
East Asia/Pacific 

In 1995, the number of international 
trips by residents of East Asia/Pacific® 
exceeded the number of international 
trips taken by North Americans for the 
first time’, making that region the most 
important in the world in terms of 
generating tourists. Also, since 1994, 
East Asian/Pacific tourists have spent 
more on travel beyond their own borders 
than North Americans. This tourist pool 
is very important for Canada. In fact, in 
1996 residents of East Asia/Pacific 
generated 34 percent of all tourism 
receipts for overseas visitors spending 
one or more nights in Canada. 


Impact of the Asian financial 
crisis on international 
tourism 

The slower growth in tourism in 1997 
as compared with the excellent results 
in international tourism in 1996 is testi- 
mony to the effects of the financial crisis 
in Asia. The crisis which struck that area 


° East Asia/Pacific region includes Northwest 
Asia, Southeast Asia, Australia, Melanisia, 
Micronesia, Polynesia. 

World Tourism Organization, Arrivals of 
Tourists from Abroad (Thousands), Madrid, 
1998. 


4 


Statistics Canada - Catalogue no. 87-003-XPB 


and is still wreaking havoc has greatly 
upset economic life for people of the 
region and, combined with the 
devaluation of their currency, has 
resulted in a major reduction in foreign 
travel by them. Expenditures worldwide 
by international travellers originating in 
the East Asia/Pacific region in 1997 were 
therefore down by 38 percent® compared 
to 1996. A WTO report shows that the 
currency crisis has caused most Asian 
travellers to stay home since last 
summer.? 


Impact of the Asian crisis on 
travel to Canada 

While less than catastrophic, the 
impact on entries of travellers from Asia 
and, in turn, on their tourist expenditures 


Table 5 


Overseas Trips to Canada by Continent of Origin 
Trips of One or More Nights 


Trips of one or more nights: 


Origin: 

Europe 

Africa 

Asia 

Oceania 

Central America and Other 
North America 

Caribbean 

South America 


Source: International Travel Survey 


Chart 3 


in Canada, was felt throughout 1997. As 
a result, visits of one or more nights by 
people from that region were down by 
9 percent, leading to a 4 percent reduc- 
tion in expenditures by them that year 
compared with 1996. Given the great 
volume of Asian visitors to Canada, this 
decrease in their number resulted in an 
overall reduction in the number of 
entries by overseas tourists (Table 5). 
When these numbers are examined by 
quarter and compared with the same 
quarter of the previous year, the change 
over the course of 1997 is clearly shown: 
following a growth of 17 percent in the 
first quarter of 1997, the number of trips 
begins to decrease, by 10 percent in the 
second quarter, by 12 percent over the 
summer, and finally drops by 20 percent 


1996 1997 


in thousands 


4,377 4,234 


2,260 
59 
1,376 
199 


121 
97 
122 


Asian Travellers to Canada, by Quarter of Travel 


Trips of One or More Nights 
in thousands 
700 
600 
500 
400 


CJ 1996 1997 


First Quarter Second Quarter 


Source: International Travel Survey 


Third Quarter Fourth Quarter 
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in the last quarter (Chart 3). As a result, 
from 1996 to 1997, the Asian share of 
the Canadian tourism and travel market 
decreased from 35 percent of all over- 
seas travellers to 32 percent. The 
decrease in their share of tourist dollars 
spent in Canada was less important, 
however—34 percent in 1998 compared 
with 35 percent in 1997. 

At the beginning of 1998, there was 
a continued decline in the number of 
trips to Canada by residents of Asia— 
31 percent fewer than in the first quarter 
of 1997. Thus, the downward spiral in 
the number of visitors from the Asian 
countries providing us with the greatest 
number of tourists continued. There 
were 28 percent fewer visits by Japanese 
residents and they spent 45 percent less 
nights in Canada. There was a major de- 
crease in the number of nights spent in 
Canada by all Asian tourists, except for 
those from Taiwan. Interestingly 
enough, despite a 10 percent drop in the 
number of trips by residents of Taiwan, 
the average number of nights spent in 
Canada by tourists from that country 
doubled, from 6.2 nights in the first 
quarter of 1997 to 12.4 nights during the 
first quarter of 1998. This increase 
shows up in the total number of dollars 
spent in Canada by residents of Taiwan, 
which increased by 11 percent over this 
same period. 

In the first quarter of 1997, Asians 
visiting Canada primarily for pleasure 
represented 42 percent of all visitors, an 
increase of 9 percentage points over the 
preceding year. By the winter of 1998, 
this category of trip purpose accounted 
for only 28 percent of all visitors. 


Americans flock to Canada 

Data from the International Travel 
Survey shows that over the first quarter 
of 1998, Americans injected 18 percent 
more money into the Canadian economy 
than the record amount registered in that 
quarter the previous winter. Overall, 
66 percent of all revenue from travel to 
Canada in the first quarter of 1998 came 
from American tourists, as compared 
with 59 percent a year earlier (see 
Table 2). Americans represented 


8 World Tourism Organization, Expenditure on 
Travel Abroad ($US Million), Madrid, 1998. 
World Tourism Organization, The Asian 
Financial Crisis and its Impact on Tourism, 
Madrid, 1998. 
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three-quarters of all overnight non- 
resident travellers to Canada in the first 
quarter of 1997, a figure which grew by 
2 percent in the first quarter of 1998. 
A number of factors contributed to 
increased American travel to Canada: 
the exchange rate, the strength of the US 
economy, and the continuing impact of 
the Open Skies Agreement between the 
US and Canada. The record number of 
trips resulted in a growth of 32 percent 
in the travel expenditures of Americans 
in Canada over this period. Spending 
during same day visits rose by 52 
percent, whereas expenditures during 


Table 6 


trips of one or more nights rose by 23 
percent. 

Most of Canada’s regions and pro- 
vinces benefited from the major increases 
in tourism receipts from American travel- 
lers. British Columbia received more 
than $264 million from this source in the 
first quarter of 1998, an increase of 40 
percent over the same quarter a year 
earlier. Although on a smaller scale, 
Alberta and Quebec also recorded major 
increases in American tourism receipts, 
22 and 16 percent respectively. It should 
be noted, however, that these three 
provinces had recorded decreases in 


Americans Travelling to Canada, by Purpose of Trip 


Trips of One or More Nights 


1 Proportion ia 


Quarter 
1997 


Total: 1,693 
Purpose of Trip: 
Business 428 
Pleasure 727 
Visiting relatives 
or friends 331 
Other 207 


Note: Data may not add to totals due to rounding. 


Source: International Travel Survey 


Table 7 


Proportion 
Quarter 
1998 


in thousands 


100 1,804 
25 434 
43 785 


20 354 
12 231 


Receipts and Payments on International Travel Account 
(Data Not Seasonnally Adjusted) 


15 Quarter 


Total: 


Receipts 1,681 
4,389 
-2,708 


Payments 
Balance 


US: 
Receipts 
Payments 
Balance 


All Other Countries: 
Receipts 
Payments 

Balance 


"revised 


Note: Data may not add to totals due to rounding. 


Source: International Travel Section 


in millions $ 


872 
2,916 
-2,044 


809 
1,473 
-664 


tourism receipts from American visitors 
in the first quarter of 1997 compared 
with the same quarter in 1996. Further, 
in the winter of 1997 most provinces had 
recorded decreases in receipts from 
American travellers compared to a year 
earlier. Overall, travel to Canada by 
Americans grew by 7 percent in the first 
quarter of 1998 compared with the first 
quarter of 1997 (see Table 1). Expendi- 
tures during automobile trips increased 
by 55 percent. Receipts from this type 
of trip had increased by 5 percent a year 
earlier. 

An advantageous exchange rate 
really means a lower price. Lower prices 
attract travellers in search of a holiday 
destination, wanting to visit relatives or 
friends or looking to purchase items at 
a lower cost. Lower prices, on the other 
hand, do not seem to have as great an 
impact on decisions regarding business 
travel. The most significant growth in 
the number of overnight visitors, there- 
fore, was achieved in travel for personal 
pleasure, in visits to friends or relatives 
and for other reasons such as shopping, 
whereas there was very little growth in 
the number of business trips (Table 6). 
In fact, the proportion of business trips 
showed a slight decline. All other types 
of travel remained proportionally the 
same as a year earlier. Forty-four 
percent of American trips to Canada 
during the winter of 1998 were for 
personal pleasure or holidays, one- 
quarter of them were for work and 
one-fifth were to visit friends or 
relatives. Americans stayed longer and 
spend more in Canada, compared with 
the same period a year earlier. 


International travel account in 
the first quarter of 1998 
Overall, despite the decrease in 
travel by Asians to Canada, the deficit 
in the international travel account 
improved by 5 percent in the first quarter 
of 1998 compared with the first quarter 
of 1997 (Table 7). The effects of the 
financial crisis in Asia together with the 
appreciation of the loonie in relation to 
most European currencies over the last 
few years made Canada a more expen- 
sive destination for people from these 
countries. During the first quarter of 
1998, therefore, expenditures of over- 
seas visitors to Canada decreased by 4 
percent from the first quarter of last year. 
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Table 8 


Overseas Trips to Canada by Origin 
Trips of One or More Nights 


29 Quarter 


1997 1998 


in thousands 


Area of residence: 1,131 1,068 


Europe: 595 594 
France 111 96 
Germany 99 102 
United Kingdom 199 213 

Africa 16 16 

Asia: 377 307 
Japan 149 129 
South Korea 42 16 
Thailand 8 ce) 

Central America and Other North America 29 36 

Carribean 22 24 

South America 34 36 

Oceania 58 55 


Source: International Travel Survey 


Table 9 
Spending by Overseas Visitors to Canada 
Trips of One or More Nights 


29 Quarter 
1997 1998 
in millions $ 


Area of residence: 1,189 1,202 


Europe: 633 675 
France 120 106 
Germany 107 122 
United Kingdom 182 235 

Africa 18 22 

Asia: 395 349 
Japan 175 130 
South Korea 44 19 
Thailand 5 2 

Central America and Other North America 22 33 

Carribean 27 16 

South America 42 60 

Oceania 52 47 


Source: International Travel Survey 


The International Travel Survey 


Methodology 
The number of travellers arriving in Canada is recorded by border authorities at every point of entry 
to Canada, and indexed according to the category and means of transportation used. Foreign travellers 
are documented at all but seven points of entry, where the volume of automobile and bicycle traffic is 
calculated from samples. 

Information on expenditures and on the characteristics of international trips are obtained by Statistics 


Canada through questionnaires distributed by Customs officials on a sample basis. Number of 
questionnaires completed by travellers: 

IS! Quarter 1997 
American visitors 4,631 4,976 
Overseas visitors 1257 1,471 


15 Quarter 1998 


For more information on the methodology and definitions used in the ITS, please consult the annual 
publication /nternational Travel: Travel between Canada and other countries, Statistics Canada 
Catalogue no. 66-201-XPB. 
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On the other hand, a combination of 
positive factors attracted more visitors 
from the US. Overall visits by our south- 
ern neighbours increased by 7 percent from 
the same period in 1997, and they spent 
31 percent more money during these visits. 
Indeed, the increase in spending by 
Americans in Canada contributed the most 
to reducing the overall deficit. Cana- 
dians, for their part, visited the United 
States less frequently, and the amount of 
money they spent south of the border 
diminished accordingly. The net result 
was very positive for the travel account 
balance —a 15 percent reduction in the 
travel account deficit between Canada 
and the United States. In all, the interna- 
tional travel account deficit was reduced 
by 5 percent, reaching $2.6 billion in the 
first quarter of 1998. 


Continued decrease in the 
number of Asian travellers in 
the second quarter of 1998 
Revised data for the second quarter of 
1998 recently released by the ITS indi- 
cates that there were 1.1 million trips 
from overseas countries, a drop of nearly 
six percent from the second quarter of 
1997. This decrease is directly related 
to the 19 percent drop in visits by Asians. 
Visits from Oceania were also down 
(five percent). During this period, the 
European market remained relatively 
stable, while all the other continents 
showed positive growth (Table 8). 
Despite the lower overall number of 
visits by residents from overseas coun- 
tries, tourism receipts were one percent 
higher in the second quarter of 1997 
(Table 9). 

In perspective, there is certainly a 
sharp drop in the number of visits origi- 
nating in Asia, but this decrease is lower 
than the one recorded in the first quarter 
of 1998. Also, there seems to be a re- 
newed upswing in visits to Canada by 
residents from other continents. 

In terms of the United States market, 
we are continuing to witness an unprece- 
dented volume of tourist entries into 
Canada. Indeed, Americans made close 
to 4 million trips of one or more nights 
in the second quarter of 1998. During 
this period, they injected $1.7 billion into 
the Canadian economy, an increase of 
26 percent over the second quarter of 
1997. 
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Nova Scotia 
Tourism Benefits 
from Titanic 
Connection 


by Laurie McDougall 


Laurie McDougall is an analyst with the 
Tourism Statistics Program of Statistics 
Canada 


lone deck chair. A headstone 
Ae reads J. Dawson. Not your 

usual tourism products, but then 
nothing about the Titanic was ordinary. 
The story of the ill-fated ship that sank 
in 1912 has been given new life with 
the release of the academy award 
winning movie, Titanic, in January 
1998. 

Since the release of the movie, 
Titanica fervour has been growing and 
Nova Scotia--a location closely con- 
nected with the famous ship--has been 
reaping the benefits. Local tourism 
operators have been busy offering 
visitors special Titanic theme packages 
complete with meals re-created from the 
ship’s menu. The provincial government 


Table 1 
International Overnight Entries to Canada by Province of Entry 


Overnight Entries 


January to September 1998 


even launched a Titanic Internet Web site 
earlier this year in anticipation of the 
renewed interest. 

The Halifax Maritime Museum of the 
Atlantic, which houses a permanent and 
newly expanded exhibit of Titanic arti- 
facts, has experienced its busiest year in 
its 16-year history at this site according 
to museum officials. An estimated 
196,000 visitors toured the museum 
during the months of January to October, 
a stunning 129% expansion over the same 
period in 1997. Hotel occupancy rates 
for the January to September period of 
1998 in the Halifax/Dartmouth area 
reached 68% compared with 61% over 
the equivalent months in 1997. 


International overnight entries 
to Nova Scotia reached a 
record high 

Between January and September of 1998, 
Nova Scotia welcomed 262,000 over- 
night international visitors (staying one 
or more nights) ', 20% above 1997 levels 
and the highest entry level ever (dating 
back to 1972) for the province. As 
revealed in Table 1, Nova Scotia, 
Newfoundland, Yukon and the Northwest 
Territories were the only locations in 
Canada to experience double digit growth 
rates in international visitors over the 
eight month period. Canada in compari- 


Percentage Change 
From Previous Year 


Total US Overseas Total US 


in thousands 


Canada 15,539 12,250 
Nfld 26 5 
PEI -- -- 
NS 262 203 
NB 345 338 
Que 1,908 1,345 
Ont 7,795 6,486 
Man 244 233 
Sask 89 86 
Alta 715 478 
BC 3,933 2,882 
Yukon & NWT 224 193 


-- Amount too small to be expressed. 


Note: Data may not add to totals due to rounding. 


Source: International Travel Survey 
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son received 6% more overnight interna- 
tional visitors over the same time frame. 


American entries to Nova 
Scotia surpasses 200,000 for 
the first time ever 

As shown in Table 1, over 200,000 
Americans travelled to Nova Scotia 
directly during January to September, 
the first time in the history of the 
International Travel Survey (which dates 
back to 1972). This number is 23% 
higher than the same eight months in 
1997. The majority of direct US entries 
arrived in Yarmouth, Nova Scotia, the 
gateway for ferries from Bar Harbor and 
Portland, Maine. Starting in May a new 
faster and larger ferry service began 
operating between Bar Harbor, Maine 
and Yarmouth, which may have also 
helped boost visitor levels. The new Bay 
Ferries’ catamaran cut travelling time 
from the usual 6 hours to 2.5 hours and 
could accommodate as many as 900 
people. According to the year to date 
figures, Americans flocked to all areas 
of Canada, taking advantage of the lower 
Canadian dollar. Nova Scotia claimed 
the second highest growth rate in US 
entries for the January to September 
months (see Table 1). 

Overseas visitors also travelled to 
Nova Scotia in record numbers with 
close to 60,000 overseas visitors enter- 
ing the province during the first three 
quarters of 1998, 11% more than 1997. 
This situation occurred despite the fact 
that across the country overseas arrivals 
slipped 8% over the same period. Since 
the majority of overseas visitors to Nova 
Scotia are European, the province was 
more immune to the impact of the Asian 
economic crisis on visitation. None- 
theless, the growth in overseas visitation 
to Nova Scotia follows three previous 
years of unprecedented expansion in 
travel from overseas countries. 

These international visitation figures 
do not include those visitors who entered 
Canada from another province (these 
figures will be available at a later date). 
In 1997, for example, over half (54%) 
of Nova Scotian overnight visitors 


! Visitors refers to the number of direct entries 


recorded for Nova Scotia. This figure does 
not include visitors who travelled to Nova 
Scotia via other provinces. 
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Chart 1 


Overseas and US Overnight Entries to Nova Scotia, 


January to September 1980 to 1998 
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Source: International Travel Survey 


entered Canada via another province. 
The bulk of these visitors entered a port 
in New Brunswick or Ontario; 29% and 
17% respectively. Once these province 
visits figures are available (February 
1999), they will provide a better picture 
of overall visitation to Nova Scotia. 


Canadians take more trips to 
Nova Scotia 

Canadians also increased their travel to 
Nova Scotia in the first half of 1998 
(January to June), compared to the same 
time frame in 1997. Canadians living 
outside Nova Scotia took an estimated 
333,000 overnight trips in the first half 
of the year, 36% more than they did in 
1997. Nova Scotia followed New 
Brunswick with the second highest 
increase in non-resident? travel for 
January to June, 1998. The low value of 
the Canadian dollar, which encouraged 
Americans to travel to Canada at the 
same time convinced many Canadians 
to explore their own country. The 
summer quarter, the busiest period for 
domestic travel, will shed even more 
light on the potential impact of the 
Titanic and other factors on the domestic 
market (these figures were not available 
at the time of writing). 


Conclusion 
Throughout the year 1998, a number of 
factors such as the low value of the 
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| US entries 
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RS 
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Canadian dollar, improved ferry access, 
various special events and increased 
marketing efforts, likely contributed to 
the overall growth in tourism in Nova 
Scotia. The actual impact of the Titanic 
is difficult to isolate; however the 
various national and provincial tourism 
indicators for Nova Scotia would 
suggest that the Titanic did indeed act 
as a catalyst for visitation. 


Canada’s Travel 
Account Deficit 


(1980-1997): Cause 
for Concern? 


by Nicolino Strizzi, Gerald Bailie 
and Anne-Marie Hince 


travel account deficit reached a ten 

year low of $3 billion, down almost 
18% from the same period in 1997. This 
is a positive sign. But, it should be 
recognized that Canada’s travel account 
does not measure the financial health of 
its tourism industry. Canada’s travel 
account simply measures the difference 
between earnings from visitors travelling 


LÉ the first half of 1998, Canada’s 
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in Canada and spending by Canadian 
residents travelling abroad. It is therefore 
misleading to view Canada’s persistent 
travel account deficits as an indication 
of poor performance by the tourism 
industry. In fact, Canada’s travel account 
deficits provide clear evidence of the 
country’s strong and sustained economic 
development, social progress, and high 
standard of living. 


Canada’s tourism receipts 
Looking back, spending by international 
visitors in Canada expanded from almost 
$3 billion in 1980 to over $12 billion in 
1997. In the early 1980s, the increase in 
receipts was partly fuelled by lower 
gasoline costs in Canada and a stronger 
US dollar relative to the Canadian dollar. 
In 1986, travel receipts grew by 24% 
over 1985 to almost $6 billion, reflecting 
Expo 86 in Vancouver, a very strong 
US dollar and fear of terrorism activity 
in Europe. In 1987, the receipts declined 
for the first and only time during the 
1980-1997 period, down 1.4%. After 
posting solid growth in 1990, Canada 
experienced slower growth in tourism 
receipts in the next two years. Not 
surprisingly, this was attributed mostly 
to a strengthening Canadian dollar 
against the US dollar and the Gulf War’s 
dampening impact on international 
tourism. This was followed by stronger 
growth in tourism receipts in 1993, 1994, 
1995 and 1996, namely brought about 
by a strengthened US dollar, the Open 
Skies Agreement between Canada and 
the US, robust global economic growth 
and intensified Canadian marketing 
efforts. In 1997, tourism receipts grew 
by a modest 3.3%, mostly reflecting the 
Asian financial meltdown and declines 
in German and French tourist arrivals. 


Canada’s tourism payments 

Since 1968, when Canada recorded its 
last international travel account surplus, 
Canadian tourists travelling abroad 
have consistently spent more than 
international tourists in Canada. In 1983, 
Canada’s travel payments increased by 
a dramatic 22%, due largely to stronger 


? Refers to travel by Canadians from outside 
that province. 
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economic growth in Canada and pent- 
up travel demand following the 
economic recession. Between 1987 and 
1989, spending by Canadians on inter- 
national travel experienced rapid growth. 
These travel expenditures reflected solid 
economic growth in Canada and strong 
consumer confidence. 

Entering the 1990s, travel payments 
ballooned, up about 30% in 1990, 
largely caused by a very strong Canadian 
dollar. This rapid growth in travel 
payments, however, started to slow in 
1991 and continued thereafter with 
exceptions in 1995 and 1996. In the 
early nineties, several provinces reduced 
their coverage of medical expenses 
incurred by Canadian residents 
travelling outside their country. The 
result has been a sharp increase in the 
cost of purchasing additional coverage 
from secondary insurers. The only 
decrease in travel payments occurred in 
1994, when payments declined by 4.7% 
below 1993. The weakening of the 
Canadian dollar against the US dollar in 
1994 and the fear of rising criminal 
activity against foreign tourists in 
Florida made the United States a slightly 
less popular international tourist 
destination. 


Table 1 


Canada’s Travel Account 1980-1997 


(CND $ millions) 


Travel 


Year Receipts 


1980 2,971 
1981 3,390 
1982 3,471 
1983 3,713 
1984 4,218 
1985 4,733 
1986 5,868 
1987 5,787 
1988 6,291 
1989 6,681 
1990 7,398 
1991 7,690 
1992 7,898 
1993 8,479 
1994 9,558 
1995 10,809 
1996 119759 
1997 12,141 


Source: International Travel Section 


US receipts and payments 

The United States remains and will 
continue to be Canada’s major source of 
international tourist receipts and a major 
destination for Canadian travellers. Yet 
Canada’s travel receipts generated by US 
visitors accounted for a somewhat smaller 
share (57%) of all travel receipts in 1997, 
compared with about two-thirds (66.5%) 
in 1980. At the same time, travel pay- 
ments by Canadians visiting the United 
States were equivalent to 64% of all travel 
payments in 1997 compared with 68% in 
1980. The United States’ share of 
Canada’s travel account dropped partly 
due to the emergence of numerous new 
tourist destinations globally and increas- 
ing international competition for a share 
of the large and growing tourism pie. 
Easier and more affordable air travel, 
brought about by airline deregulation, to 
most international destinations supported 
this trend. 

Between 1980 and 1988, the travel 
account deficit with the United States was 
relatively small, registering a cumulative 
travel deficit of just roughly $6 billion 
over the nine year period. Although the 
payments were slightly higher than the 
receipts, the difference was not as 


Travel 
Balance 


Travel % 
Payments Change 


3,850 
4,062 
4,218 
5,146 
5,507 
6,040 
6,409 
7,506 
8,445 
9,827 
12,756 
13,752 
14,255 
14,359 
13,678 
13,969 
15122 
15,649 


-879 

-672 

-747 
-1,433 
1,209 
-1,307 

-541 
SAETAUÉ, 
-2,154 
-3,146 
-5,358 
-6,062 
-6,357 
-5,880 
-4,120 
-3,160 
-3,363 
-3,508 


mM 


N — — — 


5:5 
3.8 
2.0 
7.0 
Che 
6.1 
Vel 
2.5 
6.4 
9.8 
7.8 
3.7 
0.7 
4.7 
2.1 
8.3 
3.5 


pronounced as in the following years. 
The only travel account surplus expe- 
rienced between 1980 and 1997 occurr- 
ed in 1986 ($223 million), with an 
increase of almost 23% in the receipts 
over the previous year. Expo 86 in 
Vancouver, terrorism in some European 
airports and fear of radiation from the 
Chernobyl nuclear accident made 
Canada an attractive, safe, and clean 
vacation destination. 

During the 1986-1991 period, a 
continuous appreciation of the Canadian 
dollar against the US dollar and the 
implementation of the GST (although 
the influence of the latter was benign and 
softened by the tax rebate program for 
international tourists) followed relative- 
ly small yearly increases in US receipts. 
Conversely, Canada’s travel payments 
almost tripled during those years, from 
alow $4.1 billion in 1986 to a high $10.3 
billion in 1991. From 1992 to 1997, the 
Canadian dollar weakened against the 
US dollar. During that period, travel 
receipts from US tourists increased 
steadily while Canadians spent less in 
the United States in 1993 and 1994. 
Crimes against tourists in Florida in 
1993 had a negative impact that lingered 
during the first half of 1994. Finally, 
Canadians spent only slightly more in 
the US during the following years but 
still somewhat less than the peak during 
the early 1990s. 


Non-US receipts and 
payments 

Looking at the total Canadian receipts 
and payments for non-US countries, the 
totals are roughly half those of the 
United States. Still, travel receipts from 
countries other than the United States 
are beginning to catch up with the 
receipts generated by the United States 
in Canada during the second half of the 
period under review. This mostly 
reflected the rapid growth of European 
and Asian tourists to Canada, the 
increasing importance of international 
business travellers associated with 
expanding world trade and investment, 
and cheaper air travel. In 1997, non-US 
residents spent over $5 billion in Canada 
while US residents spent almost $7 
billion. While overseas markets are 
becoming increasingly important for the 
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Canadian tourism industry, the number 
of non-US overseas visitors will likely 
decline in the next two to five years as 
economies in Asia, Europe and Latin 
America deal with the current financial 
setback. 

In 1997, on the other hand, Canadians 
spent almost $6 billion travelling over- 
seas, and over $10 billion visiting the 
United States. Canada’s only travel 
account surplus with overseas countries 
was $23 million in 1996. The only 
decreases in spending by Canadian 
tourists travelling to non-US destinations 
were a 2.2% decline in 1981, partly due 
to the economic recession, and a 14.2% 
drop in 1991. The latter can be partly 
explained by the robust increase of the 
year before (28.2%), the negative effects 
of the Gulf War on international tourism, 
and the economic recession. The 
decrease in payments overseas during 
1991 did not occur in the case of the 
United States. Travel to the United 
States is not as price sensitive as to other 
countries; accordingly travel to US 
destinations was not affected as much by 
the 1982 and 1991 economic recessions. 


Summary and Outlook 

Since 1980, Canada’s travel receipts 
grew from $3 billion to over $12 billion 
in 1997 and the travel payments went 
from almost $4 billion to about $16 
billion during that same period, with the 
United States generating most of the 
travel receipts and payments for Canada. 
Canada’s travel account deficit has 
decreased steadily since its peak in the 
early nineties. The United States is and 
will most likely remain Canada’s major 
source market and the most popular 
tourist destination for Canadian travel- 
lers. Despite recent setbacks, the 
overseas markets will become increas- 
ingly important for Canada’s tourism 
industry. 

Movements in Canada’s travel 
account deficit will continue to be 
influenced by economic and non-econo- 
mic factors, including climate, security 
concerns, access to warmer destinations, 
rising per capita incomes, exchange rate 
movements, declining travel costs and 
intensified marketing efforts. In the 
longer term, the aging of baby boomers 
will become an increasingly important 


factor in influencing the direction, rate 
and magnitude of Canada’s travel 
account deficit. 


Characteristics of 


International Travellers 
Second Quarter 1998 


Americans made a record 3.9 million 
overnight trips to Canada during the 
second quarter of 1998, up 11% over the 
same quarter in 1997. The last time 
Canada recorded an increase passing the 
10-percent mark was in 1986, the year 
the World Exposition was held in 
Vancouver. A key stimulant to this 
growth was the decline in the value of 
the Canadian dollar which continued to 
decrease last spring, reaching US$0.69, 
compared with US$0.72 a year earlier. 


Surge in spending by 
Americans staying overnight 
in Canada 
American visitors injected $1.7 billion 
into the Canadian economy in the 
second quarter of 1998, a 26% ($361 
million) increase over the same period 
in the previous year. They spent 14% 
more per trip or just over $450. All 
provinces west of Quebec saw strong 
increases, while Quebec and the Atlantic 
provinces saw more moderate increases. 
Automobile trips increased by 
almost 12%, the largest increase since 
1986, when many Americans crossed the 
border by car to attend the 1986 World 
Exposition in Vancouver. Air travel 
continued to climb as well (14%), 
maintaining the trend that began with the 
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implementation of the Open Skies 
Agreement in February 1995. Air travel 
rose 50% from the second quarter of 
1994 to the second quarter of 1998, from 
643,000 trips to 958,000 trips. One out 
of every four overnight trips to Canada 
by Americans is now by air compared 
with one out of every five overnight trips 
in 1994. This increase in air travel has a 
significant economic impact, because air 
travellers (half of whom are on business 
trips) spend far more than double that of 
land travellers (138% more per trip in 
the second quarter). 

About 40% of all overnight Ameri- 
can travellers come from four states 
(New York, Michigan, Washington and 
California). Each of these originating 
states showed second quarter increases, 
with New York registering the largest 
growth (18%). 

Single-night trips increased 22%, 
while longer trips showed more 
moderate growth. Americans spent 7% 
more nights in Canada. 


Fewer Canadians visited the 
United States 

Canadians made 3.5 million overnight 
trips to the United States in the spring of 
1998, adrop of 5% from the same period 
in 1997, reaching the lowest level since 
the spring of 1989. Leisure trips declined 
12%, while business trips, less affected 
by exchange rate fluctuations, increased 
14%. The majority of destinations 
preferred by Canadians, such as New 
York State, Florida, California, 
Michigan, and Washington State, all saw 
fewer Canadian visitors. 

Nonetheless, Canadians still spent 
the most in Florida in the spring of 1998, 
and reported an average trip duration of 
38 nights. Canadians injected $703 
million into Florida’s economy, almost 
four times more than California, which 
enjoyed the second highest level of 
Canadian spending. 


More Canadians visited 
Europe 

Canadians made a record number of 
927,000 second-quarter overseas trips, 
showing preference for the traditional 
European destinations like the United 
Kingdom and France, thanks to favour- 
able exchange rates. France in fact, 
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regained its second-place standing 
among the most popular overseas desti- 
nations and is again ahead of Mexico. 
The Caribbean and South America saw 
their popularity drop somewhat. 


Drop in overseas visitors to 
Canada 

The 6% drop in the number of visits 
from overseas travellers in the second 
quarter of 1998 was the fifth consecutive 
drop to be recorded. 

Beginning in 1997, several foreign 
currencies lost their value in relation to 
the Canadian dollar, and several of our 
leading travel markets in Europe and 
Asia were strongly affected. The finan- 
cial crisis that hit Asia later only 
worsened matters. Mexico is bucking 


the downward travel trend by showing a 
strong increase in trips to Canada. 


Western provinces affected 
little by drop in overseas 
visitors 

Overseas visitors spent $13 million more 
in the second quarter of 1998 than in the 
second quarter of 1997, despite the drop 
in overseas visits. Almost all regions saw 
lower spending by overseas visitors. 
Surprisingly, despite the sharp drop in 
travellers from Asia to Canada, the 
western provinces saw spending by all 
overseas travellers increase by almost 
20%. This increase is partly attributable 
to British and German travellers, who 
respectively spent 79% and 52% more in 
the west this year than they did last year 
during the same quarter. 


Selected Characteristics of Overnight Trips by Americans to Canada 


Second 
Quarter 
1997 1998 


Trips total 


Mode of transportation: 
Automobile 

Plane 

Other 


Purpose of trip: 

Business 

Leisure 

Visiting friends or relatives 
Other 


Length of trip: 

1 night 

2-6 nights 

7-13 nights 
14-20 nights 

21 or more nights 


State of Origin: 
New York 
Michigan 
Washington 
California 


Spending (millions) 


Average spending per trip 
Average trip 
duration (nights) 


-- Amount too small to be expressed. 


Second 
Quarter 1997 
to Second 
Quarter 

1998 


Second 
Quarter 


in thousands % change 


3,850 


2,367 
958 
525 


702 
2,098 
635 
414 


893 
2,394 
473 
64 

25 


504 
434 
375 
246 
$1,738 


$452 


3.7 


Travel Price Index 
Third Quarter 1998 


Note to readers 


The Travel Price Index (TPI) is an aggregate 
index of the goods and services used by | 
travellers in Canada. Price movements are 
derived from the detailed Consumer Price Index 
(CPI) series. — 


A technical report on the Travel Price Index is 
available from the Tourism Statistics Program 
at (613) 951-1673. 


TPI rises 2.4% from the same 
period last year 

In the third quarter of 1998, consumers 
experienced a rise of 2.4% in the cost of 
the goods and services contained in the 
Travel Price Index basket, compared 
with the same period last year. This was 
the lowest third-quarter increase since 
1993. The rise was dominated by a 5.5% 
increase in the cost of inter-city 
transportation. The largest third-quarter 
increase was recorded in 1986, when 
inter-city transportation had jumped 
Za Tes 

The cost of traveller accommodation 
was up 3.8%. Most other TPI compo- 
nents rose during the third quarter. 
However, consumers got some respite 
from a drop in automotive vehicle 
operation costs (-3.3%) and automotive 
vehicle rentals (-0.7%). 

By way of comparison, the cost of 
all goods and services, as included in the 
Consumer Price Index (CPI), rose to 
108.7. This was a 0.8% increase over 
the third quarter of 1997. 
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The Travel Price Index (TPI) and its Components 
(not seasonally adjusted, 1992 = 100) 


Components of the TPI 


Inter-city transportation 

Local and commuter transportation 
Rental of automotive vehicles 

Operation of automotive vehicles 
Traveller accommodation 

Food purchased from stores 

Food purchased from restaurants 
Served alcoholic beverages 

Alcoholic beverages purchased from stores 
Spectator entertainment 

Clothing 

Footwear 

Clothing accessories and jewellery 
Clothing material, notions and services 
Medicinal and pharmaceutical products 
Personal care 

Photographic equipment 

Photographic services and supplies 
Operation of recreational vehicules 
Audio discs and tapes 

Use of recreational facilities and services 
Reading material and other printed matter 
Tobacco products and smokers' supplies 


Travel Price Index (TPI) 


Consumer Price Index (CPI) 


Third 
Quarter 
1998 


157.9 
121.8 
11507 
112.8 
143.0 
108.8 
110.6 
1074 
110.1 
12187 
104.1 
104.2 

98.4 
110.3 
106.9 
107.2 

97.5 

98.9 
108.4 
107.0 
118.1 
120.8 

72.3 


123.0 


108.7 


% Change 


Second 
Quarter 
1998 


Third 
Quarter 
1997 
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Sources: The Consumer Price Index, Catalogue no. 62-001-XPB; and the Tourism Statistics 


Program 


0 
1995 1996 


Source: Tourism Statistics Program 
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Quarterly Percentage Change in TPI and CPI from Preceding Year 
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TPI rises 4.1% from last 
quarter 

The Travel Price Index climbed 4.1% in 
the third quarter of 1998 over the 
preceding quarter. During the third 
quarter of 1998, travellers had to pay 
16.4% more for accommodation, partly 
because of generally higher summer 
rates. 

Demand for accommodation ser- 
vices for travellers in Canada was higher 
this summer than in previous summers 
because of the low exchange rate for the 
Canadian dollar. Accommodation costs 
rose 9.2% in July. Traditionally, hotel 
and motel rates increase between April 
and July, but this year, increases were 
particularly steep. Further, inter-city 
transportation costs rose 6.3% due to 
airfare prices, which climbed 7.4% in 
July over June. The cost of automotive 
vehicle rentals climbed 2.4%, while the 
cost of automotive vehicle operation 
dropped 0.6%. Prices for most other TPI 
components rose over the last quarter. 

During the third quarter of 1998, the 
cost of all goods and services included 
in the Consumer Price Index rose 0.1% 
compared with the previous quarter. 
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TRAVEL 
INDICATORS 


Third Quarter % Change 
FOREIGNERS TO CANADA (000s) 

From United States 14,804 16,014 8.2 
One-or-more-night trips 5,939 6,575 10.7 
- By auto 3,886 4,368 12.4 
From Overseas 2,001 1,808 -9.6 
One-or-more-night trips 1,852 1,708 -7.8 

Top Seven Countries: 
United Kingdom 611 629 3.0 
Japan 474 398 -16.0 
France 379 339 -10.6 
Germany 348 327 -6.0 


Australia 122 118 -3.2 
Taiwan 119 99 -16.6 

To United States: 15,409 12,160 -21.1 
One-or-more-night trips 5,072 4,170 : 78 

- By auto 3,645 2,792 -23.4 
Airline passengers (Level |) (000s) 6,853 6,651 -2.9 
Airline passenger-km (Level |) (000,000s) 19,108 18,805 -1.6 
Travel Price Index 120.1 123.0 2.4 
Consumer Price Index 107.8 108.7 0.8 
- Food purchased from restaurants 108.4 110.6 2.0 

- Inter-city transportation 149.7 157.9 5.0 

- Rental of automotive vehicles 116.5 1157 -0.7 
Gross Domestic Product (s.a.) (000,000s) 872,220 887,396 st 
- Amusement and recreation (000,000s) 7,466 7,726 3.5 

- Accommodation and food services (000,000s) 18,189 18,547 2.0 
Personal disposable income per capita (s.a.) 17,638 17,788 0.9 


LABOUR (000s) 


Labour force (s.a.) 15,392 15,622 iS 
Unemployed 1,384 1,304 -5.8 
Employed 14,008 14,318 a 


- Accommodation and food services (not s.a.) 
EXCHANGE RATES (in Canadian dollars) 


o 
re 
Is 
«o 
ASS 
© 


on 
pp 


American Dollar 1.3848 1.5148 9.4 
British Pound 2.2506 2.5049 11.3 
Japanese Yen 0.0117 0.0108 -7.8 
German Mark 0.7669 0.8610 12:83 
French Franc 0.2277 0.2568 M2: 


(s.a.) seasonally adjusted. 
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he recent Asian and Russian financial crises, the 

protracted Japanese economic slump and rising 

economic volatility in the Latin America and Caribbean? 
(LAC) region have drastically shaken investor confidence in 
the growth prospects of these areas. 

The purpose of this paper is to lay the foundation and the 
framework for assessing tourism markets of opportunity in the 
LAC region. This paper briefly examines the extent and 
economic importance of inbound and outbound tourism for 
the LAC region. It then assesses the prospect of the LAC region 
becoming a major tourist generating area and identifies and 
explores some of the pressure points that will constrain the 
region’s tourism growth over the next decade or so. Finally, 
the paper assesses Canada’s ability to capture the region’s 
anticipated growth in outbound tourism. 


In This Issue... 
Inbound Travel Activity sis 


For many LAC countries, international tourism stimulates Feature Article 
economic growth, creates jobs, generates badly-needed foreign 
exchange and raises tax revenues. Table 1 shows that total 
international tourist arrivals in the LAC region reached 
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This article is an abstract from An Analysis of Developments in Tourism 
Markets in Latin America and Caribbean Region, Occasional Research Domestic Travel 
Report 1998-1, published by the Canadian Tourism Commission Characteristics of International Travellers 
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For purposes of this study, the Latin America and Caribbean region : 
comprises: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Travel Price Index — 
Cuba, Dominican Republic, Ecuador, El Salvador, Guatemala, Guyana, oe — : 
Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Travel Indicators 
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Table 1 
Trends in International Tourist Arrivals and Shares in World Tourist 
Arrivals 
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International tourism receipts Shares in world 
(U.S.$ million) tourism receipts (%) 
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Three LAC countries ranked in the world’s 
top 40 tourism earners in 1996. Data from 
the WTO (1997) showed that Mexico 
earned U.S. $6.9 billion (1.6 percent of 
world total) from international tourists in 
1996, ranking Mexico as the world’s 16th 
largest earner of international tourism 
receipts. Likewise, Argentina earned U.S. 
$4.6 billion (1.1 percent of world total) 
and Brazil earned U.S. $2.3 billion 
(0.5 percent of world total). This ranked 
Argentina and Brazil, respectively, as the 
world’s 23rd and 40th largest earners of 
international tourism receipts in 1996. 

The LAC’s inbound pleasure travel 
market has strong potential to grow given 
its abundant natural endowments (in- 
cluding sand, sea and sun), diverse 
cultures and rich historical heritage. In 
addition, greater regional economic 
integration will most likely facilitate 
increased business travel within and 
outside the region. The prospect of the 
creation of a Free Trade Area of the 
Americas (FTAA) by the year 2005 will 
support this trend. 


Outbound Travel Activity 
Since the late 1980s, LAC outbound 
tourism growth has fluctuated consi- 
derably. To a large extent, this reflected 
the region’s uneven and volatile econo- 
mic performance. Outbound travel growth 
was particularly strong in 1992 (up 
29 percent) and in 1994 (up 14 percent). 
In 1996, LAC outbound travel growth 
remained fairly stable, generating close to 
22 million tourists worldwide (4.2 percent 
of the world total), 50.6 percent above 
1988. This represented an average annual 
increase of roughly 6 percent over the 
1988-1996 period. Meanwhile, interna- 
tional travel expenditures by LAC travel- 
lers reached almost U.S. $18 billion in 
1996 (4.7 percent of world tourism expen- 
ditures), 122.2 percent above 1988. This 
represented an average annual increase of 
approximately 14 percent over the 
1988-1996 period. 

Within the LAC region, a small 
number of countries account for a very 
large share of total outbound travel 
volumes and spending. In 1996, for 
instance, the top five LAC tourist gene- 
rating countries accounted for 83 percent 


of the region’s total outbound travel. 
Mexico, at 41 percent, was the region’s 
major outbound generating travel market, 
with Argentina (18 percent) at a distant 
second, followed by Brazil (14 percent), 
Chile (5 percent) and Colombia 
(5 percent). In terms of spending on travel 
abroad, five LAC countries also 
accounted for 83 percent of the region’s 
total. Brazilian travellers outspend their 
regional counterparts in 1996, spending 
U.S. $5.8 billion (33 percent of the total), 
with Mexico (19 percent) far behind in 
second place, followed by Argentina 
(13 percent), Venezuela (13 percent) and 
Colombia (5 percent). 

Growth of LAC outbound tourism, 
especially outbound leisure travel flows, 
will continue to be closely associated with 
current and future economic deve- 
lopment. As such, LAC outbound travel 
volumes and spending patterns will be 
adversely affected by the growing econo- 
mic and financial volatility in the LAC 
region over the next two years or so. More 
worrisome, however, is that most LAC 
countries will face substantial political, 
economic and social challenges that will 
likely limit their long-run growth and 
tourism potential. 


Some Factors Affecting 
Inbound and Outbound 
Travel 


Slower Economic Growth 
The LAC region experienced unimpres- 
sive economic growth rates during the last 
15 years or so. Growth in real per capita 
incomes continues to vary widely, ranging 
from a low of U.S. $481 annually in 
Nicaragua to a high of almost U.S. $6,200 
annually in Argentina. Unemployment 
remains a large and growing problem. Clear 
evidence of the region’s mediocre econo- 
mic performance is reflected in its still 
generally low socioeconomic indicators. 
The recent Asian financial turmoil 
together with the flagging Japanese 
economy will continue to adversely affect 
many LAC economies. Weaker Asian 
demand means that LAC countries will 
export fewer commodities, especially 
resource-based products, to Asia. As well, 
international tourists will increasingly 
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favour cheaper Asian tourist destinations 
at the expense of LAC tourist destinations. 
International tourist arrivals and receipts 
in many LAC countries will likely slow 
down in the next few years, reflecting 
rising global economic uncertainty, weak 
income growth, intensified competitive 
pressures and rising job insecurity. 

The recent Russian financial turmoil 
also threatens to exacerbate economic 
difficulties in many LAC countries. This 
largely reflects their similar export 
structures. In order to boost foreign 
exchange earnings to service ballooning 
foreign debts, for instance, it is expected 
that Russian exporters will increasingly 
dump commodities, such as minerals, oil, 
metals, steel, and wood products, on 
world markets. The combination of 
global oversupply conditions and weaker 
global demand means that commodity 
prices will likely remain flat or decline in 
the next few years. This poses a serious 
competitive challenge to major resource 
producing and exporting economies in the 
LAC region and elsewhere. 

As LAC credit conditions tighten, the 
region’s small and medium-sized enter- 
prises will find it increasingly difficult to 
raise funds. In addition, many budget- 
constrained household borrowers will 
become delinquent on their debt obliga- 
tions. The region’s already fragile finan- 
cial sector, especially its banking system, 
will be saddled with more and more non- 
performing loans and bad debts. A smaller 
portion of the LAC region’s gross domes- 
tic product (GDP) will be spent on travel 
over the next two to five years. 


High Inflation 

Despite the region’s anti-inflation suc- 
cesses, most LAC economies remain 
highly vulnerable to runaway inflation, 
with Argentina, Brazil, Jamaica, Mexico, 
Nicaragua, Peru, Uruguay and Venezuela 
having the region’s most inflation-prone 
economies. The average annual rate of 
inflation in the LAC region, for instance, 
was nearly 117 percent during the 
1980-1989 period, 438 percent in 1990, 
209 percent in 1993 and 13 percent in 
1997. Sharp budgetary subsidy cuts, 
excess demand for all types of goods, 
services and skilled labour, strong money 
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expansion, and rapid credit growth are 
some factors that will lead to a surge in 
regional inflation. The prospect of 
widespread currency devaluations will 
further fuel inflationary pressures across 
the LAC region. 

If lower inflation cannot be achieved 
and sustained, it will lead to higher 
interest rates and reduced business 
fixed investments in many LAC coun- 
tries. That will constrain regional 
industrial production and undercut export 
competitiveness. It will also erode the 
purchasing power of many LAC con- 
sumers. Travel costs will be driven up, 
making saving for vacations extremely 
difficult. As LAC economies slow, 
consumption spending on goods and 
services, including travel, generally 
bought with discretionary income will be 
postponed or scaled back. The region’s 
outbound tourism growth will be 
seriously constrained. 


Continuing High Debt 

The latest World Bank (1998) data show 
that foreign debt levels for many LAC 
countries remain very high despite years 
of painful structural reforms and debt- 
restructuring agreements.’ In 1996, the 
region's foreign debt level totalled some 
U.S. $616 billion relative to roughly U.S. 
$242 billion in 1980, up over 154 percent. 
Argentina, Brazil, Chile, Colombia, 
Mexico’, Peru and Venezuela accounted 
for, about’ 90" percent” ‘(or US! 
$551 billion) of the region's total foreign 
debt. The balance (U.S. $65 billion) was 
held by the region's smaller debtor 
countries. The recent Asian and Russian 
financial crises and the deepening 
economic volatility across the LAC 
region will seriously limit the access of 
heavily indebted LAC countries to 
international capital markets, thereby 
raising their borrowing costs. 


Aviation Capacity Constraints 

In the LAC region, average air travel 
growth rates are forecasted to reach over 
8 percent in South America and in excess 
of 5 percent in Central America during 
the 1998-2007 period (Boeing Commer- 
cial Airplane Group, 1998). Yet, the LAC 
region still has one of the world’s smallest 
and oldest aircraft fleets, with an average 
age of the region’s aircraft fleet over 


18 years and a fleet size of slightly 
more than 800 airplanes as at mid-1996 
(Skapinker, 1996). The cost of replacing 
and expanding the region’s aircraft fleet 
and upgrading airport and air traffic control 
systems will be immense, with Brazil, 
Argentina, Mexico and Chile having the 
region’s largest aviation capital 
requirements. 

As airline capacity expands in many 
LAC countries, heightened competition 
will lead to lower flying costs in the short 
to medium term. This will in turn make 
air travel more affordable for a larger 
number of LAC people. Better flight 
service in terms of flight connections and 
non-stop flights will also bolster tourism 
growth to new and traditional tourist 
destinations within and outside the region. 
Longer term, the forces and trends that 
will largely drive change in the regional 
aviation industry include: world economic 
expansion, airline cost developments 
(labour, capital, land and fuel), airport 
congestion, airline deregulation, globa- 
lization and environmental regulation 
(ICAO, 1997). 


Table 3 
Air Travel Growth Rates' 


1998-2007 
(annual growth 
rate, %) 


World Region 


China 

South America 
CIS Region 
Southwest Asia 
Northeast Asia 
Southeast Asia 
Africa 

Central America 
Middle East 
Europe 
Oceania 

North America 
World 
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’ Revenue passenger-kilometres: the number 
of passengers multiplied by the number of 
kilometres they fly. Data compiled from 
Boeing Commercial Airplane Group, 1998 
Current Market Outlook, Seattle, Washington, 
U.S.A. (June 1998), p. 23. 


Canadian Implications 

In 1997, according to provisional 
WTO estimates, Canada attracted some 
17.6 million international tourists 


(2.9 percent of the world total), an 
increase of 1.6 percentage points from the 
year before. This ranked Canada as the 
world’s 9th most attractive tourist 
destination, up from its 10th place 
showing in 1996. Meanwhile, Canada 
earned over U.S. $8.9 billion (2 percent 
of the world total) in 1997 from interna- 
tional tourists, excluding transport, 
0.7 percent above 1996. This ranked 
Canada as the world’s 11th largest earner 
of international tourism receipts, the same 
as the final ranking recorded in 1996. 

Despite its overall success in attract- 
ing international tourists, Canada has 
made limited inroads in capturing LAC 
tourist arrivals and receipts. Table 4 and 
Table 5 show that the total number of 
LAC tourists to Canada and their total 
spending during the 1990-1997 period 
remained relatively small. For instance, 
Table 4 shows that tourist arrivals from 
the LAC region reached 327,000 in 1997, 
25.3 percent above 1990, representing an 
average annual growth of roughly 
3.2 percent over the 1990-1997 period. 
As a percentage of Canada’s total visitors, 
the LAC region accounted for just 
1.7 percent in 1990. and almost 
1.9 percent in 1997. On the other hand, 
spending in Canada by LAC visitors 
increased from almost $224 million 
(almost 3.8 percent of the total) in 1990 
to around $391 million (4.0 percent of the 
total) in 1997. 

A closer look at the overnight travel 
figures from the LAC region to Canada 
reveals that the major purpose for travel 
is pleasure. Of the 340,000 trips made 
by LAC residents to Canada in 1997, 
other pleasure, which includes recreation 
or holiday, accounted for 157,000 trips 
(46 percent), followed by 90,000 trips 
(27 percent) for visiting friends or 
relatives in Canada. Business travel 
accounted for slightly more than one-fifth 


w 


For a detailed discussion on the foreign debts 
in Asia Pacific and the LAC region refer to 
Nicolino Strizzi and G.S. Kindra, Foreign 
Debt in Asia Pacific and the Latin American 
and Caribbean Region: Is There a Cause for 
Concern?, European Business Review, 
Volume 98, Number 4, 1998, pp. 235-244. 
Cleaning up the bad loans of Mexico’s near- 
bankrupt banking system, resulting largely 
from the 1994 Mexican Peso Crisis, will cost 
taxpayers around U.S. $60 billion (Financial 
Times, 1998a). 
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Table 4 
Visitors to Canada from Latin, Central and South America and the Caribbean (‘000)' 


Country 1990 1991 1992 1993 1994 1995 1996 1997 


Central America 10 10 12 12 
Mexico 
Caribbean 
West Indies 
Bermuda 
Jamaica 
Trinidad & Tobago 
South America 
Argentina 
Brazil 
Colombia 
Guyana 
Venezuela 
Total LAC Visitors 
Total Visitors All Countries 15,210 14,912 14,741 15,105 15,972 16,932 17,285 17,636 
% of Total Visitors to Canada 1.72 1.72 1.61 1.64 1.65 1.62 1.83 1.85 


l One or more nights person trips; data for 1990-1997 period compiled from Statistics Canada, International Travel Survey: Overseas Residents and U.S.A. Residents 
(various years) Ottawa, Canada. 


Table 5 
Spending in Canada from Latin, Central and South America and the Caribbean (thousands of $ CDN)' 


Country 1990 1991 1992 1993 1994 1995 1996 1997 


Central America 7,117 6,724 5,762 8,765 9,398 8,536 10,228 11,145 
Mexico 47,409 52,080 57,563 65,187 81,529 66,205 79,558 90,454 
Caribbean 68,473 70,678 60,767 61,553 68,301 84,615 99,035 116,036 
West Indies 33,239 39,386 215,927, 28,783 31,811 45,366 56,557 71,127 
Bermuda 10,067 9,285 9,869 11,251 13,275 13,414 15,423 17,808 
Jamaica 12,841 11,261 15,019 15,255 14,009 13,799 15,061 15,558 
Trinidad & Tobago 12,326 10,747 7952 6,265 9,207 12,036 11,994 11,542 
South America 100,764 104,146 84,507 85,099 95,671 123,861 157,110 173,288 
Argentina 25,999 29,054 22,376 18,085 20,949 21,422 22,255 21,735 
Brazil 35,923 30,687 27,548 30,155 32,136 47,761 74,939 96,741 
Colombia 6,610 6,026 6,396 7,866 9,433 9,060 19,024 8,966 
Guyana CET IS 28,063 17,406 16,335 21259 31,916 31,794 34,887 
Venezuela 9,517 10,317 10,780 12,658 11,893 13,701 9,099 10,959 
Total LAC Spending 223,763 233,628 208,599 220,604 254,899 283,217 345,931 390,923 
Total All Countries 5,947,000 6,132,000 6,289,000 6,940,000 7,742,000 8,837,000 9,670,000 9,870,734 
% of Total Spending in Canada 3.76 3.81 3.32 3.18 3.29 3.21 3.58 4.00 


’ One or more nights person trips; data for 1990-1997 compiled from Statistics Canada, International Travel Survey: Overseas Residents and U.S.A. Residents 
(various years) Ottawa, Canada. 
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(70,000) of the total LAC trips to Canada, 
largely reflecting the small current econo- 
mic relationship between Canada and the 
LAC region. Other purposes, at 24,000 
(7 percent), comprised the smallest share 
of total LAC trips to Canada. 

Due to rapidly-changing world eco- 
nomic conditions and stiffer competition, 
Canada is facing increasing difficulty in 
sustaining growth from new international 
markets of opportunity. In addition, both 
Canada and the United States are slow 
growth, mature travel markets. Conse- 
quently, these countries will not ex- 
perience long-term tourism growth in the 
five to ten percent range. The combina- 
tion of a competitive Canadian dollar and 
steady economic growth will likely 
produce slightly higher than average 
growth rates for our travel goods and 
services over the next decade. Still, itis 
important to remember that even very 
small percentage changes on a very large 
base will generate large fluctuations in 
tourist volume and yield numbers. 

Canada’s tourism industry will conti- 
nue to be heavily dependent on domestic 
travel. In 1997, for instance, spending 
of Canadian and non-resident visitors on 
goods and services reached 43.9 billion 
(Statistics Canada, 1998). Over 70 percent 
($31.2 billion) of industry receipts were 
derived from domestic travellers, with the 
rest being international travellers (Statistics 
Canada, 1998). Of these, around three 
quarters came from the United States. 
Growth in international travel arrivals 
will continue to largely come from the 
United States, especially given continued 
financial and economic instability in most 
emerging economies, as well as slower 
economic growth and persistent structural 
unemployment in most other mature 
industrialized countries, such as Japan 
and Germany. 

In Canada, almost three-quarters of 
fluctuations in travel receipts are ex- 
plained by the Canadian business cycle. 
A recent report prepared for the CTC, for 
instance, found that “[MlJost of the 
cyclical variation in tourism demand in 
Canada and the supply of total tourism 
commodities can be explained by the 
cyclical variation in the overall Canadian 
economy; 73% and 86% of the cyclical 
variation in tourism demand in Canada 
and in the supply of tourism commodities 
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can be statistically explained by the cyclical 
variation in Canadian GDP” (Wilton, 1998, 
p.5). This means that Canada’s tourism 
industry is relatively protected from the direct 
effects of potentially destabilizing external 
economic and financial shocks, including 
the most recent Asian and Russian finan- 
cial meltdowns and the deepening econo- 
mic volatility in the LAC region. 


A complete listing of the references in 
this article can be obtained from the ori- 
ginal paper An Analysis of Developments 
in Tourism Markets in Latin America and 
Caribbean Region. Copies of the original 
paper can be obtained from the CTC’s 
Tourism Reference and Documentation 
Centre (TRDC) at: Telephone: (613) 
954-3942; Fax: (613) 954-3945; or at the 
Canadian Tourism Exchange (CTX) 
website:http:www.ctc-ctx.com. 


Domestic Travel 
Third Quarter 1998 


The number of domestic trips by Cana- 
dians in Canada reached 51.6 million in 
the third quarter of 1998, an increase of 
16.4% over the third quarter of 1997. A 
decrease in the number of trips abroad and 
the favourable economic climate for em- 
ployment and personal income were both 
factors in the increase in domestic travel. 

Overall, 80% of trips made by Cana- 
dians in the third quarter of 1998 were 
domestic, compared with 72% in 1997. 
This was largely due to a 21% drop in the 
number of trips to the United States in the 
third quarter of 1998, owing to the weak- 
ness of the Canadian dollar. 

Exceptional weather and aggressive 
advertising led Canadians to visit Canada 
during their vacations. Of the 51.6 million 


Note to readers 


Data in this text came from the Cana- 
dian Travel Survey, a supplement to the 
Labour Force Survey. In the third quarter _ 
of 1998, the Canadian Travel Survey 
sampled 31,700 households. 

Domestic travel is defined as any trip 
covering 80 kilometres or more one way, 
taken by a Canadian and having à 
Canadian destination. 

Figures on the number of travellers are 
measured in person-trips, that is, the — 
number of trips made by one Canadian 
multiplied by the number of people who 
were on each of those trips. For example, 
if four persons go on a trip together, it is 
counted as four person-trips. The 
distribution of person-trips by province 
is based on the province of destination 
rather than the province of residence. 

__ Expenditures by residents are all travel 
expenditures made in the traveller's — 
province of residence. Expenditures by 
non-residents are travel expenditures _ 
made by travellers in a province other — 
than their province of residence. 


trips made, nearly half (25 million) were 
pleasure trips, a 21.2% increase compared 
with the third quarter of 1997. 

Spending on domestic travel was also 
up in. the third quarter of 1998; it grew 
12.4% to $6.5 billion. After adjusting for 
inflation, this was an increase of nearly 
10%. 

Of the $6.5 billion that travellers 
spent on domestic travel, $4.7 billion was 
spent in the province of residence and 
$1.8 billion was spent in other provinces. 

Strong increases in the third quarter 
of 1998, combined with an economic 
climate favourable to tourism at the start 
of the year, resulted in a 13.9% increase 
in the number of person-trips to reach 
111.3 million over the first nine months 
of 1998. Spending also increased 16.8% 
during the first nine months to reach 
$14.4 billion. 


The number of trips 
increased in all provinces 
Estimates of the number of trips, ex- 
pressed in person-trips, were greater for 
all provinces in the third quarter of 1998 
compared with the third quarter of 1997. 
The provinces that registered the greatest 
gains were Quebec (29.8%), for a total 
of 11.1 million person-trips; Manitoba 
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(22.6%), with 2.2 million person-trips; 


Trips by Canadians, by quarter New Brunswick (19.2%), with 1.4 million 
Me of peraon-tipe person-trips; Ontario (16.8%), with 
60 18.6 million person-trips; and Nova 
Scotia (13.4%), with 2.3 million person- 
50 4 trips. The gains in Quebec and Manitoba 
had been anticipated because of the 
40 Canada domestic travel increased number of requests for infor- 
mation at tourist information centres. 
30 In general, Canadians used the 
summer to take pleasure trips and partici- 
20 pate in ecotourism-related activities, 


United States 


cultural visits and sports activities. The 
number of person-trips related to sports 
activities was 20.1 million, representing 
two person-trips out of five, a 23% 
increase over the third quarter of 1997. 
Hiking and bird watching, both eco- 
tourism-related activities, were also on the 
increase, accounting for 9.7 million and 


Distribution of person-trips and expenditures by province abrite ee ME 


Third quarter 1998 


Person-trips Expenditures Average Tourism spending is 
number F 
D Sud ra AGE ieee: of nights concentrated in Quebec and 

millions %oftotal $ millions  % of total Ontario 

Fifty-eight percent of person-trips made 
in the third quarter of 1998 were in 
Quebec and Ontario, which together 
accounted for 51% of domestic tourism 
spending. However, those provinces’ 
relative share of spending declined 
because, on average, the trips made were 
of shorter duration. In Quebec, the 
average number of nights was 3.4 and in 
Ontario it was 3.5, both below the 


Fl be SE a a de erie aE Nee A DS Canadian average of 3.9 nights. 
' Includes interprovincial estimates for Yukon and the Northwest Territories. Quebec and Ontario were mainly 
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visited by travellers from those provinces. 
In fact, 88% of the 11.1 million person- 


Tourism expenditures of provincial residents and non-residents trips in Quebec were made by Quebecers, 
ibid. quarter 1988 while in Ontario, 91% of the 18.6 million 

Total Residents Non- % non- person-trips were made by Ontarians. 

residents residents 
$ millions Trips last longer in coastal 
: provinces 

parade toral no ae Pie +720 Canadians who visited Canada's coasts 
Newfoundland 174 114 60 spent more time on their trip than those 
Prince Edward Island 107 10 97 who visited the inland provinces. The 


Nova Scotia 290 155 135 à : : 
Naminnincwick 209 88 12! average number of nights in Prince 


Quebec 1,276 998 278 Edward Island was 6.8, a province that 
Ontario 2,050 1,750 300 has become much more accessible since 
Manitoba 222 151 7 the opening of the Confederation Bridge 
Saskatchewan 259 169 90 ; ; : 
Alberta 853 582 271 in June 1997. By comparison, Canadians 
British Columbia 1,063 721 342 stayed an average of 5.8 nights in the third 
quarter of 1997 and 6.0 nights in the third 


quarter of 1996. 


' Includes interprovincial estimates for Yukon and the Northwest Territories. 
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British Columbia, which was desig- 
nated a prime international destination by 
the North American Travel Journalists’ 
Association, succeeded in attracting large 
numbers of visitors from the United 
States. It was also able to attract Canadian 
travellers, who stayed on average 
5.0 nights. British Columbia's share of 
domestic travel spending was 16.3%. 


Tourism in the Atlantic 
provinces is largely based 
on trips by residents of 
other provinces 

Prince Edward Island has the greatest 
share of domestic travel spending by 
non-residents. At $97 million, this share 
represents 90.7% of the total. New 
Brunswick ranks second with non- 
resident tourism spending of 
$121 million, representing 57.9% of the 
total. The province has been especially 
aggressive in its advertising to attract 
residents of neighbouring provinces to 
come bask on its beaches. Nova Scotia, 
benefitting from renewed interest in the 
Titanic, received an increased number of 
visitors from other provinces. The 
tourism expenditures of non-residents 
amounted to $135 million, representing 
46.6% of tourism spending in Nova 
Scotia. 


Tourism spending in the 
first nine months of 1998 is 
above the 1996 and 1997 
levels 

A favourable economic climate boosted 
tourism spending during the first nine 
months of the year. In particular, em- 
ploment grew by 2.6% and the value of 
the Canadian dollar declined by 5.9% 
relative to the U.S. dollar during this 
period. 


Characteristics of 


International Travellers 
Third Quarter 1998 


Buoyed by strong American tourism, more 
than eight million international tourists 
made overnight trips to Canada between 
July and September 1998, the highest 
quarterly level in the 26 years that travel 
data have been collected. 

In total, 8.3 million international 
tourists made overnight trips to Canada 
during the third quarter of 1998, up 6.1% 
from the same quarter in 1997. The 
majority, about 6.6 million (10.6%), came 
from the United States. This strong 
increase in American overnight travel 
offset an 8.1% decline in overseas visits 
to Canada, which fell to 1.7 million. 

Overnight American travel to Canada 
in the third quarter of 1998 represented the 
second highest quarterly level ever. The 
previous high occurred in 1986, the year 
of the World Exposition in Vancouver. A 
booming United States economy, strong 
American consumer confidence and a 
cheaper Canadian dollar were key factors 
in the growth in American tourism. 

Tourism from the United States in- 
creased in almost all regions of Canada 
during the summer of 1998. British 
Columbia recorded the largest increase in 
American visitors (14.7%). However, 
American travellers made slightly fewer 
overnight visits (2.0%) to Atlantic Canada 
during the third quarter of 1998, following 
a record level during the summer of 1997. 


American visitors injected more than 
$3.1 billion into the Canadian economy 
in the third quarter of 1998, up 23.5% 
over the same period in 1997. They spent 
about $480 per trip, an 11.7% increase. 

American travellers took more flights 
to Canada (8.8%), maintaining the trend 
that began with the implementation of the 
Open Skies agreement in February 1995. 
Air travel has climbed steadily from 
854,000 trips during the third quarter of 
1994 to approximately 1.3 million in the 
third quarter of 1998. For the first time, 
Americans travelling for pleasure to 
Canada accounted for more plane trips 
than those travelling on business. Auto- 
mobile trips increased 12.4%, the largest 
increase since 1986. 

In terms of overseas travel, the 
1.7 million visitors from countries other 
than the United States spent more than 
$2 billion in the third quarter of 
1998, 2.8% less than in the same quarter 
of 1997. Asian travel to Canada plunged 
17.8%, the sixth consecutive quarterly 
decline from the Asian market. Overnight 
visits from Europe declined 4.5% despite 
the appreciation of many European 
currencies against the Canadian dollar. 

Provincially, the strongest gains in 
overnight visits from countries other than 
the United States in the third quarter 
occurred in Alberta (20.9%) and British 
Columbia (18.3%). However, 1998 levels 
still remained well below those recorded 
in 1996. Large influxes in travellers from 
the United Kingdom, Germany and 
France were largely responsible for the 
growth in overseas visitors to these two 
provinces. 

Meanwhile, overnight trips by Cana- 
dians to the United States declined 17.9% 
to 4.2 million in the third quarter of 1998, 
the lowest quarterly level since 1986. 
Many Canadians opted to take vacations 
in their own country, as domestic over- 
night travel increased 13.3% in the third 
quarter of 1998 compared with a year 
earlier. 
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International Travel 


Account 
Year 1998 and Fourth 
Quarter 1998 (preliminary) 


Canada's travel deficit fell in 1998 to its 
lowest level in more than a decade. The 
deficit was just over $1.9 billion, down 
45.1% from 1997. It had peaked at 
$6.4 billion in 1992. 

Visitors to Canada injected a record 
$13.7 billion into the Canadian economy, 
13.0% more than in 1997. On the other 
hand, Canadians spent $15.6 billion in 
other countries, unchanged from the 
record set in 1997. The resulting deficit 
of $1.9 billion is the lowest since 1987 
when the deficit stood at $1.7 billion. 


Record American spending 
in Canada 

In 1998, Americans travelled and spent 
more in Canada, while Canadians 
travelled and spent less in the United 
States. Americans made 43.9 million trips 
to Canada, up 8.3% from 1997, and spent 
a record $8.6 billion, a 24.4% increase 
from the previous high of $6.9 billion in 
1997. 

Meanwhile, Canadians made 
42.8 million trips to the United States, 
a 16% decrease from 1997. They spent 
$9.7 billion, 3.3% less than in the 
previous year. 

As a result, Canada's travel deficit 
with the United States declined a sharp 
64.9% to $1.1 billion, the lowest since 
1987. The deficit with the United States 
had peaked at $6.0 billion in 1991. 


Canadians spent record high 
in overseas countries 

In 1998, Canadian spending in overseas 
countries increased 5.8% to a record 
$6.0 billion, while spending by overseas 
visitors to Canada fell 2.1% to 
$5.1 billion. 

The resulting travel deficit between 
Canada and overseas countries more 
than doubled from $397 million in 1997 
to $835 million. This deficit is the 


Canada's international travel account deficit down to lowest level 


in over 10 years 


$ billions 


20 


15 


1991 1992 1993 1994 


1995 1996 1997 


Note to readers 


Unless otherwise stated, quarterly data 
used in this text are seasonally adjusted. 
Amounts are in Canadian dollars and are 
not adjusted for inflation. 

Receipts represent spending by 
foreigners travelling in Canada, including 
both education-related and medical- 
related spending. 

Payments represent spending by Cana- 
dians travelling abroad, including both 
education-related and medical-related 

spending, _ : 
_ Overseas countries are countries other 
than the United States. 


highest since 1987, when it peaked at 
$962 million. 

There were two important factors in 
the deterioration of Canada's travel 
balance with countries other than the 
United States: the strengthening of the 
Canadian dollar compared with most 
European currencies and the Japanese 
yen, and the continued weakening of the 
dollar compared with the American 
currency. 

Canada became more expensive to 
travellers from overseas countries, and 
Canadians increasingly chose overseas 
destinations over the United States. In 
1998, overseas residents made 4.2 million 
trips to Canada, an 8.3% decrease from 
the year before. Canadians increased their 
Visits to overseas countries, up 5.9% to 
4.2 million trips from 1997. 

The continuing financial crisis in Asia 
was another factor that influenced the 
international travel deficit. Asian travel 
to Canada declined 21.4% from 1997 to 
1.2 million trips in 1998. 


Fourth quarter 1998: Travel 
deficit doubled with United 
States 

Between October and December, Ameri- 
can spending in Canada increased 5.1% 
from the third quarter of 1998 to a 
seasonally adjusted quarterly record of 
just under $2.3 billion. During the same 
period, Canadian spending south of the 
border increased by a robust 9.3% to 
$2.4 billion. 
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As aresult, Canada's quarterly travel 
deficit with the United States more than 
doubled from $82 million in the third 
quarter of 1998 to $179 million in the 
fourth quarter. 

In the fourth quarter, spending by 
Canadians in overseas countries re- 
mained virtually unchanged from the 
record high of $1.5 billion set in the 


second quarter of 1998. Meanwhile, 
spending by residents of overseas countries 
in Canada rose 2.5% to $1.3 billion. 

The resulting $203-million deficit 
was the seventh consecutive quarterly 
deficit with overseas countries. There was 
a surplus of $1 million in the first quarter 
of 1997. 


International travel account receipts and payments 


First 
quarter 
1997 


United States 
Receipts 
Payments 
Balance 


All other countries 
Receipts 
Payments 
Balance 


Total 
Receipts 
Payments 
Balance 


2,992 
3,856 
-864 


First 
quarter 
1997 


United States 
Receipts 
Payments 
Balance 


872 
2,916 
-2,044 


All other countries 
Receipts 
Payments 
Balance 


809 
1,473 
-664 


Total 
Receipts 
Payments 
Balance 


1,681 
4,389 
-2,708 


' Revised figures. 
P Preliminary figures. 
' Data may not add to totals due to rounding. 


Second 
quarter 


1997 


eo 
2,554 
-828 


1,300 
1,365 
-66 


3,025 
3,919 
-894 


Second 
quarter 


1997 


Third 
quarter 
1997 


1,730 
2,526 
-796 


1,287 
1,433 
-147 


3,017 
3,960 
-943 


Third 
quarter 
1997 


Fourth 
quarter 
1997 


1,800 
2,421 
-621 


1,307 
1,493 
-186 


3,107 
3,914 
-807 


Fourth 
quarter 
1997 


Second 
quarter 
1998" 


First 
quarter 
1998" 


seasonally adjusted’ 
$ millions 
2,118 


2,459 
-341 


2,071 
2,562 
-491 


1,283 
1,481 
-198 


1,298 
1,498 
-200 


3,369 
4,060 
-691 


3,401 
3,939 
-538 


First 
quarter 
1998 


Second 
quarter 
1998 


unadjusted! 
$ millions 
1,139 


2,876 
1,737 


2,194 
2,768 


Tet 
1,611 
-835 


1,916 
4,487 
-2,572 


The overall travel deficit in the fourth 
quarter of 1998 was $382 million, the 
difference between $3,543 million spent 
by foreigners in Canada and 
$3,925 million spent by Canadians 
outside the country. 


Fourth 1997 1998 


quarter 
1998P 


Third 
quarter 
1998" 


2,143 
2,225 
-82 


2,253 
2,431 
179 


1,259 
1,492 
-233 


1,290 
1,494 
-203 


3,402 
3,717 
-316 


3,543 
3,925 
-382 


Third 
quarter 
1998" 


Fourth 
quarter 
1998P 
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goods and services included in the 
Consumer Price Index remained stable 


Note to readers 


during the same quarter. The Travel Price Index (TPI) is an 

The drop in the TPI between the third ee Oe + 

4 faurth £1998 isinl used by travellers in Canada. Price 

re quarters 0 8 is in mes part movements are derived from the detailed 
due to the 16.6% seasonal decline in Consumer Price Index (CPI) series. 

accommodation costs. À technical report on the Travel Price 


Index is available from the Tourism 
Statistics Program at (613) 951-1673. 


Annual percentage change in TPI and CPI 
Travel Price Index bss 
Year 1998 and Fourth 
Quarter 1998 


The TPI rises 2.7% between 
1997 and 1998 

The average TPI for 1998 was 118.9, 
2.7% higher than the year before. 
Between 1997 and 1998, the price of 
almost all TPI components rose, and the 
very few drops recorded were insufficient 
to halt the upward trend. The growth 
between 1997 and 1998 was mainly due 1982 1984 1986 1988 1990 1992 1994 1996 1998 
to increases in inter-city transportation and 


à Source: Tourism Statistics Program 
accommodation costs. 


The TPI rises 2.8% from the 
same period last year 

In the last quarter of 1998, the Travel Price 
Index continued to rise more quickly than 
the Consumer Price Index (CPI), jumping 
2.8% over the same period last year. 
Travellers paid more in the fourth quarter 
of 1998 for almost all goods and services 
used when travelling in Canada. Only the 
costs of photographic equipment and 
automotive and recreational vehicle 
operation declined slightly. The CPI rose 
1.1% during the same period. 


The gap widens between TPI and CPI 


TPI — CPI 
12 


The TPI drops 3.3% from the 
previous quarter 

In the fourth quarter of 1998, the Travel 
Price Index fell 3.3% from the previous 
quarter. In comparison, the cost of all 


1982 1984 1986 1988 1990 1992 1994 1996 1998 


Source: Tourism Statistics Program 
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Travel-log, Spring 1999 


TRAVEL 
INDICATORS 


NI Er T7 oe 
ne 
Fourth Quarter % Change Year % Change 
1997 1998 1997 1998 
FOREIGNERS TO CANADA (000s) 

From United States 8,281 9,393 13.4 40,490 43,857 8.3 

One-or-more-night trips 2,289 2,661 16.2 13,401 14,890 AE 

- By auto 1,382 1,596 1575 8,399 9,402 11.9 
From Overseas 738 725 -1.8 4,586 4,207 -8.3 
One-or-more-night trips 696 688 mile 4,267 3,977 -6.8 

Top Seven Countries: 

United Kingdom 133 129 -3.0 744 758 1.9 
Japan 92 89 -3.7 566 487 -14.0 
France 61 64 52 440 403 -8.4 
Germany 55 54 -0.9 403 382 -5.3 
Australia 29 30 2.9 151 148 -2.0 
Taiwan 24 27 1 ea 143 126 -11.8 

Hong Kong 27 23 -12.9 147 151 2.8 


CANADIANS OUTSIDE CANADA (000s) 


To United States: 11,178 SAT 19 50,942 42,768 -16.0 
One-or-more-night trips 15127 
- By auto 1,616 1,325 -18.0 9,203 7,605 -17.4 


To Overseas (one or more nights) 799 862 7.9 -3,984 4,218 5.9 


INDUSTRY 
Airline passengers (Level |) (000s) 5,756 5,940 3.2 24,363 24,571 


[e) 
L'e) 


Travel Price Index 115.6 118.9 2.9 115.8 118.9 25 
Consumer Price Index 107.7 108.9 leat 107.6 108.6 0.9 
- Food purchased from restaurants 108.8 110.9 1.9 108.1 110.3 2.0 

- Inter-city transportation 146.2 154.3 5.5 142.3 152.6 7.2 

- Renting of automotive vehicles 116.7 119.2 ees 115.6 115.3 -0.3 
Gross Domestic Product, 1992 prices (s.a.) (000,000s) 878,488 897,248 25 866,252 888,390 2.6 
- Amusement and recreation (000,000s) 7,619 7,906 3.8 7,419 7,761 4.6 

- Accommodation and food services (000,000s) 18,383 18,870 2.6 18,061 18,715 3.6 
Personal disposable income per capita (s.a.) 17,677 18,120 2.5 17,660 18,029 23 
Labour force (s.a.) 15,439 15,782 2.2 15,346 15,628 1.8 
Unemployed 1,369 1,269 -7.4 1,411 1,303 -7.6 
Employed 14,070 14,514 3:2 13,936 14,324 2.8 

- Accommodation and food service (not s.a.) 911 910 -0.1 901 920 aut 


EXCHANGE RATES (in Canadian dollars) 
American Dollar 1.4089 1.5422 9.5 1.3846 1.4835 ‘io 
British Pound 2.3398 2.5844 10.5 2.2685 2.4591 8.4 
Japanese Yen 0.0112 0.0129 14.9 0.0115 0.0114 -0.5 
German Mark 0.8022 0.9274 15.6 0.7993 0.8454 ‘ 5.8 
French Franc 0.2394 0.2765 1525 0.2375 0.2522 6.2 


(s.a.) seasonally adjusted. 
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The U.S.-Canada Open Skies Agreement: Three Years Later! 


by Sangita Dubey and Francois Gendron 


Sangita Dubey is a Research Economist, with Special Survey 
Division; François Gendron is Chief of the Canadian Travel 
Survey, Tourism Statistics Program 


n February 24, 1995, the governments of Canada and 
e United States signed the “Open Skies” Agreement 
allowing both Canadian and American air carriers 
the right to establish direct links between any pair of cities 
located on either side of the border. This agreement led to an 
opening of air space that comes within the scope of the general 
movement towards free trade with our main trading partner. 
While the agreement itself impacted on both transborder air cargo 
traffic and air passenger traffic, this study focuses on the latter. 
Within three days of the agreement, the U.S. Department 
of Transportation announced 17 new city-pair routes for U.S. 
carriers, of which five routes had no previous direct service. 
By the end of 1995, sixteen American and Canadian airline 
carriers had introduced new services under the terms of this 
agreement.” By August 1997, a total of 79 new routes were 
established between Canada and the U.S. (20 of these routes 
were subsequently discontinued). Canadian carriers 
established 29 of these new routes, and American carriers 
established fifty. Within the same time period, Canadian 
carriers converted a total of 28 routes from charter to 
scheduled.** 


' This paper was presented at Statistics Canada’s Economic Conference 
in 1999. 
Elliot, Geoffrey, Canada-US Open Skies. Nov. 28, 1995, West Sussex, 
UK: Canada-United Kingdom Colloquium Into the 21st Century with 
UK & Canadian Transport. 
Source: Aviation Statistics, Statistics Canada. 
Charter flights cannot be sold directly by an air carrier and may be 
subject to any of the following: advance booking and advance purchase 
of ticket, minimum stay, minimum fare, and operational restrictions. 
As a consequence, many routes that were previously designated as 
charter routes were converted to scheduled routes after the signing of 
the pact. 


Statistics Statistique 
Canada Canada £ 


IE 


_ The U.S.-Canada Open Skies Agreement 


1. Canadian Carriers. Immediate access by Canadian carriers from 
any point in Canada to any point in the US, 


2. U.S. Carriers. U.S. carriers subject to a three-year transition period 
for access to Toronto-Pearson, and a two-year transition period 
for access to Montreal/Dorval and Vancouver International. All 
other points in Canada available for immediate access by U.S. 
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The agreement has stimulated com- 
petition among North American carriers 
for what remains today as the largest 
transborder air passenger market in the 
world.>° It has also provided air travellers 
with direct, non-stop services between 
cities that could only be previously 
travelled via connecting flights, includ- 
ing services between the capital cities 
of the two countries. Simultaneously, it 
has improved access by Canadian 
travellers to the large international hubs 
of the U.S. Northeast and the Pacific and 
increased the potential use of Canadian 
hubs as international gateways to and 
from North America. While the outcome 
of the agreement on companies” long- Japan and United Kingdom-U.S. markets 
term market shares remains to be seen, ranked second with 10.7 million passengers 
short-term changes in market share are each. 
already evident. e Baldwin, Gordon G. and Ed Robinson, 1996. 

Traditionally, most trade in air routes Measuring the Canada-United States Aviation 


6 Passenger Market: How High is UP? In 
has been and continues to be governed Transportation Research Forum, 38th Annual 


trade has become increasingly liberal, so 
have these bilateral air agreements, hence 
the name “Open Skies”. As more and 
more countries enter into Open Skies 
agreements, there is an important need to 
investigate their impact on signatory 
countries. It is difficult to separate the 
impact of these agreements from the 
effects of other changes impacting on the 
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Methodology 


Data Source 
There are a number of data sources for measuring air passenger traffic between Canada and the 


United States. For purposes of this analysis, data from both Statistics Canada’s International - 
Travel Survey (ITS) and from the Aviation Statistics Centre are used. To use the ITS, we use | 


the “border count” method taken from Canada Customs returns, and link it with the ITS. The 
ITS gathers information on expenditures and other characteristics of travellers, by origin and 
destination, Canadian customs officers distribute questionnaires to a sample of travellers on 


arrival (non-residents) or on return (Canadians). Data are Coles on, gmong other things, 


length of stay and type of transportation. 


Aviation Statistics Centre data on the percentage distribution of Hausborder traffic by city are 


obtained from the Air Passenger Origin and Destination, Canada-United States Report. 
Table 2, and include traffic volume distribution based on total inbound and outbound passengers. 
New routes information was obtained from data compiled by of the Aviation Statistics Centre. 


Universe 
For this analysis, ITS data consider travel between Canada and the United States to include — 
only travel by Canadian and American residents on scheduled or charter flights. Some Canadian 
and foreign residents pass through the United States to return to or come to Canada. These | 
persons have been excluded since, in many cases, they are travelling on aircraft operated by _ 


foreign companies that are not directly affected by the “Open Skies” agreement. These passengers — 
made up about 14% of the transborder air travel market in 1997. During their transborder | 
travel, Canadian and U-S. residents can use other than Canadian and/or U.S. airlines or coupons 
that may be exchanged for free travel. This travel has been excluded since it does not produce — 
any revenue for U.S. or Canadian carriers. In 1997, these trips represented 6.4% of all travel on 


commercial airlines between Canada and the United States. 


Variables 

The ITS consists of quarterly questionnaire interviews which provide a variety of data on 
passengers, such as the purpose of the trip and expenditures on international transportation by 
the carrier’s country of residence. It is important to note that business travellers, in this paper, 
are defined as those travellers whose primary purpose for travel is for business reasons. This 
does not imply that they travel by business class, which has a higher class of fare than economy 
class or discount economy. The paper uses data on the international component of transportation 
expenses for return airfares of all Canadian and American travellers who have declared having 
used air travel to enter Canada. The cost of transportation reported may include fees paid to 
travel agencies, cruise charges, and various applicable sales taxes and charges. Both Canadian 
and U.S. carriers incur such costs, so there is no impact on the market share analysis. Lastly, 


we treat international transportation expenses paid to carriers as a proxy of the revenues received 


by the company. 
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airline industry, including changes in 
economic conditions, weather patterns, 
new aircraft technologies, and events 
such as airline strikes. There are still, 
however, certain types of questions that 
we can answer in order to begin an 
examination of the potential impact of 
these agreements. 

With respect to the U.S.-Canada 
Open Skies agreement as it pertains to 
air passenger traffic, the following 
questions need to be examined. What are 
the terms of the agreement as they relate 
to air passenger travel? What were the 
new transborder city-pair routes that 
came into existence following the 
signing of the agreement? What were 
the market shares that U.S. and Canadian 
companies cornered after the three-year 
transition period of “Open Skies”, and 
what was the composition of these 
shares? What is the possible impact of 
the agreement on various stakeholders? 


Bilateral Trade in Air Traffic: 
The “Open Skies” Agreement 
The International Civil Aviation Organi- 
zation (ICAO) founded in 1947 is civil 
aviation’s version of The General Agree- 
ment on Tariffs and Trade (GATT), 
which was founded in 1944 to co- 
ordinate international trade policies. 
ICAO, however, is unlike GATT in many 
respects. There is no “most favoured 
nation” trade principle when it comes to 
negotiating the rights to air routes and 
no multilateral system for dispute 
settlement. Access to another country’s 
domestic markets is limited strictly to 
those consumers on transborder routes.’ 
Negotiations, by and large, are bilateral 
and are influenced by the leverage and 
power of individual countries. This 
leverage comes from factors such as 
market size, population, economic 
strength, population density, and strategic 
location. 

While international air traffic agree- 
ments have been traditionally bilateral 
in nature, the agreements themselves 
have typically negotiated route rights. 
The governments who own these rights 
designated or subcontract these rights to 
individual carriers resident in the 
countries that were party of the agree- 
ment. More liberalized bilateral air 


agreements came to be known as “Open 
Skies” agreements, in that they opened 
up access to air routes between the 
signatory countries. The U.S. led the 
movement towards “Open Skies” fol- 
lowing deregulation of its domestic 
market in 1978. The increased use of 
Open Skies agreements can be seen in 
the increasing number of signatory 
countries and agreements. In 1997 
alone, Canada signed or amended many 
bilateral air agreements, and the U.S. 
signed 15 new Open Skies agreements, 
more than in all previous years combined. 
The U.S. Secretary of Transportation, 
Rodney Slater, stated “that it was his 
goal to reach Open Skies, or be on a 
definitive path to Open Skies, with 
virtually all major trading partners by the 
year 2000”.® Liberalized air transport 
blocs, or “continental” Open Skies are 
in various stages of planning and 
implementation in North America, 
Europe, and Asia. In North America, 
there are the Canada-US “Open Skies’? 
and the Mexico-US Open Skies (1988) 
agreements. The EU member states 
have had transborder Open Skies bloc 
since 1993, and a single European airline 
market policy was scheduled to be 
implemented in 1998. '° 

The previous U.S.-Canada bilateral 
air agreement was negotiated in 1966, 
with its last revision in 1974. It limited 
airline access to city-pair routes, and 
limited designation of a route to one 
carrier per route on nearly all the routes. 
There were 28 routes for Canadian 
carriers and 44 routes for U.S. carriers. 
In addition, the agreement regulated 
fares. The 1995 Open Skies agreement 
was inevitable in light of the domestic 
deregulation of U.S. (1978) and Canadian 
(1988) air traffic and the push by the 
U.S. for more liberalized bilateral air 
traffic agreements. “Open Skies gave 
all US and Canadian based airlines the 
right to compete and operate transborder 
routes between any Canadian and 
American city with no limits on capacity 
or frequency, and allowed airlines to set 
their own fares with no interference from 
either government. It was free trade in 
transborder air transportation.” 

Some of the advantages that had 
accrued to American air carriers from the 


combination of the U.S.-Canada Open 
Skies agreement and strategic airline 
alliances are being lost with the recent 
proliferation of Open Skies agreements. 
Under old-style bilateral air traffic 
agreements with their negotiation of 
route rights and designation of carriers, 
specific U.S. carriers, for example, 
lacked access to certain destinations 
outside North America. By forming 
alliances with Canadian carriers, these 
U.S. carriers were able to take advantage 
of the U.S.-Canada Open Skies agree- 
ment and expand the range of travel 
services to their customers by taking 
advantage of the networks of their 
Canadian partners. At the same time, 
this strategy led to an increase in 
passengers and revenues shared by both 
alliance partners. As the U.S. signs more 
and more Open Skies agreements, the 
benefits of this aspect of alliances is 
somewhat diminished as these U.S. 
carriers begin to offer direct service from 
their own hubs, instead of through 
connecting flights at the hubs of their 
Canadian partners. 


7 “Another difference is that international trade 


is about the ability to sell goods and services 
from one country, in the domestic market of 
another. This access to markets, taken for 
granted in international commerce, is given the 
pejorative name cabotage in the world of civil 
aviation. Cabotage remains a dirty word among 
the practitioners of air policy. There is little 
enthusiasm to open up that Pandora’s box 
except here in the European Union, and then 
only for EU based airlines.” Elliot, Geoffrey, 
1997. Liberalization of North American and 
Global Air Transport. Institute of Economic 
Affairs 5th Annual Conference on The Future 
of Air Transport, pp 3-4. 

U.S. Department of Transportation, Monday, 
January 5, 1998, http://www.dot.gov/briefing.htm. 
While the current Canada-U.S. bilateral 
agreement was an “Open Skies” agreement 
for Canada from February 1995. However, it 
was not an “Open Skies” agreement for the 
U.S. until the completion of the three-year 
transition period in February 1998 due to 
flight and frequency restrictions faced by U.S. 
carriers in Vancouver, Toronto and Montreal. 
Oum, Tae, Hoon, 1996. Some Key Issues in 
the Increasingly Competitive Airline System, 
Journal of Transport Economics and Policy, 
Vol 30, No 3, 1996, pp 233-236. 

Elliot, Geoffrey, 1997. Liberalization of 
North American and Global Air Transport. 
Institute of Economic Affairs 5th Annual 
Conference on The Future of Air Transport, 
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New 1995/1996 Routes 

In January 1995, Canadian and U.S. 
carriers offered a total of 67 transborder 
routes with direct service between a 
Canadian and U.S. city (Table 1). By 
year-end 1996, there was a net addition 
of 59 new routes, all scheduled services, 
and 28 charter service routes that had 
converted to scheduled. Of the total of 
79 new services established since the 
signing of the pact, 20 had been discon- 
tinued. All the charter conversions were 
Canadian air carrier routes and 23 of the 
59 new routes were Canadian air carrier 
routes. Of the 20 new routes discon- 
tinued by the end of 1996, six were 
Canadian carrier routes. !* 

If we examine the top 15 Canadian 
and U.S. cities in terms of volume of 
transborder air passenger traffic on an 
origin-destination basis, we observe 
those cities whose rank changed signifi- 
cantly after the signing of the agreement 
(Table 2). Vancouver replaced Montreal 
as the 2nd ranked city by 1996; both 
Ottawa and Washington moved up 
their ranking; and Tampa fell. Of the 


2 Source: Aviation Statistics, Aug. 29, 1997 and 
Pustay, Michael W., 1997. The Long Journey 
To Free Trade in Transborder Airline Services. 
Paper presented at the Annual Meetings of the 
International Studies Association, Toronto. 


Table 2 


Table 1 
Canadian City of new Transborder City-Pairs, 1996 
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Toronto 
Montreal 
Vancouver 
Calgary 
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Winnipeg 
Edmonton 
Halifax 
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’ Pre-agreement Charter routes converted to scheduled routes. 
Source: Aviation Statistics Centre, Statistics Canada, special tabulations. 


59 new transborder routes that were still 
in place at the end of 1996, Toronto and 
Vancouver were in 17 of these city-pairs, 
Montreal was in 10, New York and 
Ottawa in 6, and Washington in 5. In fact, 
only 11 cities in these 59 city-pairs were 
not in the top 30 cities by volume of 
transborder air passenger traffic (the 


Top 15 Cities by Transborder Air Passenger Volume 


City 
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Vancouver 
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same cities were in the top 30 in all years 
between 1992 and 1996). Furthermore, 
the agreement provided for direct 
access to Washington National Airport, 
which was considered a domestic airport 
prior to the agreement. These new 
transborder routes played a significant 
role in the changes in rank noted above. 
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Sources:Air Passenger Origin and Destination, Canada-United States Report and, Aviation Statistics Centre, Statistics Canada, Cat. No. 51-205-XPB. 
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Travellers 


Residence of North American 
travellers arriving in Canada 

In 1997, Canadians made up 57% of the 
Canada-U.S. air passenger market and 
Americans 43% (Table 3). Canadians 
make up a larger portion of the air 
passenger market in both the business 
and the non-business categories, though 
the difference is largest in the latter 
group. The figures are not all that 
surprising considering that Canadians 
vacation more in the U.S. than 
the converse, particularly Canadians 
vacationing in U.S. sunspot and casino 
destinations. 

Despite the dominance of Canadians 
in the air passenger market, the share of 
American travellers increased signifi- 
cantly over the 1993 to 1998 period 
driven largely by non-business travellers. 
While “Open Skies” undoubtedly had an 
impact on this increase, it is quite likely 
that the increasing share of American 
non-business travellers was influenced 
by the strong U.S. economy and the 


Table 3 
Distribution of air Passagers by Main Trip Purpose and Nationality 


Air Passagers in ‘000s 
Canadians 

Americans 

Total 

Air Passagers in % 
Canadians 

Americans 

Percent 


Share of Air Passenger 
by main trip purpose 


Business Travel 
Canadians 
Americans 

Total 

Non-Bus. Travel 
Canadians 
Americans 

Total 


Source: International Travel Survey. 


increased purchasing power of the U.S. 
dollar in Canada." 

Most dramatic, however, was the 
increase in air passenger travel following 
the signing of “Open Skies”. Both 
in terms of volume (over 980,000 
additional passengers arriving from the 
U.S. into Canada) and in terms of growth 
(over 15%), the single largest annual 
increase occurred in the 1996 calendar 
year. 

While there were more Canadian air 
passengers overall, it is in the category 
of non-business travel that Canadians 
largely dominated the market. In fact, 
in 1997 more than three out of five 
transborder travellers travelling for 
reasons other than business were 
Canadians. There was a relatively steady 
growth in Canadian transborder business 
travel from 1993 to 1997, as compared 
to the decline in non-business travel 
prior to “Open Skies” and its increase 
following the pact. 

Among American transborder air 
travellers, until 1997 the class of non- 
business travellers grew more rapidly 


Year 


1994 1995 


Percent 


24.9 
23.1 
48.0 


32.0 
20.0 
52.0 
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than the class of business travellers. 
Apart from 1996, American business 
travellers comprised a larger volume of 
air passenger traffic to Canada than 
American non-business travellers did. 
The growth in U.S. non-business travellers 
was highest in the year following “Open 
Skies”, while the business traveller class 
grew the most in the two years following 
the signing of the pact. 


Air Carriers 


Revenue Shares 

In 1997, Canadian and U.S. air carriers 
flying transborder routes shared 
revenues of over $4.7 billion. Total 
revenues increased substantially, from 
$3.1 billion to over $4.7 billion in the 
four year period, for a growth of over 
50%. Between 1993 and 1997, the 
market share of Canadian carriers grew 
by about 5 percentage points of the total 


5 The Canadian dollar experienced a decline 
from $0.78 U.S. in 1993, to $0.73 from 1994- 
1996, to less than $0.65 in the third quarter 
of 1998. 


1st and 2nd Quarters 


1996 1997 1998 


Percent 


24.0 22.5 
20.4 22.3 
44.4 44.8 


39.5 40.8 
16.1 14.4 
55.6 55.2 
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market, from 39.3% to 44.3% (Table 4). 
The growth in transborder air passenger 
travel meant that by year-end 1997, 
Canadian carriers earned more in 
revenues than their U.S. counterparts did 
in 1993, although U.S. carriers con- 
tinued to earn more on transborder 
routes than their Canadian counterparts. 

The growth in the Canadian market 
share is an indication that under “Open 
Skies”, Canadian carriers are imple- 
menting strategies that are gaining them 
an increasing share of the growing pie 
of transborder revenues. Another 
noticeable variation in the Canadian and 
U.S. market groups is in terms of 
distribution of travel by main purpose. 
Table 5, which is discussed in a later 
sub-section, shows that Canadian 
carriers expanded revenues from air 
passengers travelling mainly for 
business purposes. 

If we examine revenue shares by 
main purpose of travel (business and 
non-business), we see that U.S. carriers 
have obtained the largest revenue share 
— fare revenues from air passengers 
travelling mainly for business purposes. 
Canadian carrier revenues from 
business travellers remained the lowest 
share of revenues until 1997 (Figure 1). 
This is particularly noteworthy given 
that Canadian business travellers out- 
number American business travellers. It 
can be explained by the fact that U.S. 
carriers have been able to attract a 
significant portion of Canadian business 
travellers, although Canadian carriers 
have improved their performance with 
respect to this component of the 
domestic market. In the 1993-1997 
period, U.S. business fare revenues grew 
from $1.2 billion to $1.6 billion, while 
Canadian business fares grew from 
$0.5 billion to $1.1 billion, the largest 
growth in this decomposition. United 
States non-business fare revenues grew 
from $0.7 billion to $1 billion, as did 
Canadian non-business fares in the same 
period. 

Growth in the revenue share from 
non-business fares was roughly com- 
parable from both Americans and 


6 Statistics Canada - Catalogue no. 87-003-XPB 


Table 4 
Revenue Shares of Air Carriers 


Canadian 
Carriers 


1993 
Revenue ($millions) 
Share (%) 

1994 
Revenue ($millions) 
Share (%) 

1995 
Revenue ($millions) 
Share (%) 

1996 
Revenue ($millions) 
Share (%) 

1997 
Revenue ($millions) 
Share (%) 


Source: International Travel Survey. 


Figure 1 
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of Carrier and Main Trip Purpose of Traveller 


$ millions 
1,750 


Fare revenues 


U.S. Carrier 


1,500 


1,250 


Can. Carrier 
Non-Business Fares 


1,000 


U.S. Carrier 


Non-Business Fares sss 


750 


Can. Carrier 
Business Fares 


500 


1995 
Open Skies 


Canadians. However, business fares grew 
significantly during this period, with 
Canadian business fares growing the 
most rapidly following Open Skies. This 
may have been, in part, due to the strategy 
of at least one Canadian carrier in 
catering to the more lucrative business 
market by establishing more short-haul 
direct routes, catering for savings in 
time rather than money (e.g. Toronto- 
Washington). The new 50-seat Regional 


Jet served many of these routes. The 
smaller size of the 50-seat jet guaranteed 
a lower financial break-even capacity, 
which was reduced further by serving 
the more profitable business travellers. 
Despite the much larger share of 
revenue from American business 
travellers, the growth in these revenues 
was quite similar to the growth in 
revenues from Canadian business 
travellers. 


Passenger Shares 

The impact of the Open Skies agreement 
on transborder air traffic was almost 
immediate. The growth in Canadian air 
carrier traffic was larger than the growth 
in U.S. air carrier traffic, thereby increa- 
sing the market share of passengers 
taking Canadian carriers (Figure 2). 
While the proportion of travellers that 
chose Canadian carriers was growing, so 
was the pie of transborder air travellers 
— ensuring that carriers of both countries 
Saw an increase in their air passenger 
travellers. In 1993 and 1994, 5.6 million 
Canadians and Americans entered 
Canada by air. After Open Skies, this 
figure grew to 6.1 million in 1995, 7 
million in 1996, and 7.1 million in 1997. 
Despite the dominance of U.S. carriers 
in passenger market share, their share 
declined after the signing of the agree- 
ment. In 1993, close to 900,000 more 
transborder travellers chose a U.S. carrier 
over a Canadian carrier. By 1997, this 
difference dropped to about 250,000 
travellers. 

On a quarterly basis, U.S. carriers 
Saw a year-over-year increase in their air 
passenger traffic for most quarters 
following the signing of the pact. With 
the exception of the first quarter of 1998, 
Canadian carriers experienced an even 
more dramatic increase in their air 
passenger traffic with an increase of over 
40% from the second quarter of 1995 to 
the second quarter of 1996, (Figure 3). 
The one-quarter decline that occurred in 
the first quarter of 1998 may have been 
the consequence of the Ice Storm of 
January 1998, which affected eastern 
Ontario and western Quebec reducing air 
traffic flows to and from Montreal and 
Ottawa. 


Distribution of Carrier Revenue 
Shares by Main Trip Purpose 

The composition of revenue by main trip 
purpose remained relatively unchanged 
in the 1993 to 1997 period (Table 5). 
However, when we examine this compo- 
sition from the nationality of the carriers, 
a different picture emerges. Revenue 
from non-business travellers remained 
relatively unchanged for both Canadian 
and U.S. carriers. However, Canadian 
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Figure 3 


Percentage Growth in Air Passenger Traffic by Nationality 


of Transborder Carriers 


Percent 
50 


40 
30 


20 
Canadian Carriers 


IV 


carriers increased their share of revenues 
from business travellers, while U.S. 
carriers registered the opposite.!* 


The Trend in Average Revenues/ 
Average Fares 

Average revenues per traveller fell for 
both Canadian and U.S. carriers in the 
year following the signing of the 
Open Skies agreement. This fall in 
revenue, however, was reversed by 
the second quarter of 1996 after which 
average business fares/revenues grew 
quite significantly, particularly for U.S. 


Wee aL LL Ie Il 
96/95 97/96 98/97 


14 Most carriers applied at least one of the following 


two strategies. Some carriers established 
transborder spokes from their domestic hubs to take 
advantage of the potential demand for passengers 
seeking the convenience of more direct service 
between transborder city-pairs. Others set up 
services between transborder hubs to take 
advantage of the domestic and overseas networks 
of their airline alliance partners. The former strategy 
was used by at least one domestic carrier, which 
set up several new routes to cater to transborder 
business travellers attracted by the new non-stop 
transborder flights. Recent technological changes 
in aircraft engineering helped establish this strategy, 
both here and in Europe, where new 50 seat jets 
could serve short-haul flights with a smaller 
financial break-even capacity (capacity measured 
in seats). 
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carriers. Average revenues for both 
classes of travellers increased from 
1996 onwards (Figure 4); though non- 
business fares for Canadian carriers 
stayed relatively stable exhibiting 
mainly seasonal variations. This may 
have been a result of several factors, 
including the general health of both the 
Canadian and U.S. economies. Fol- 
lowing the signing of Open Skies, U.S. 
airlines were generally regarded as price 
setters in transborder fares, and with a 
booming U.S. economy, U.S. airfares, 
in general, rose from 1996 onwards, 
driving up fares in both countries. The 
declining Canadian dollar may have 
increased this trend when airfares were 
converted into current Canadian dollars, 
though this was unlikely to have hap- 
pened till after 1996 (the value of the 
Canadian dollar remained at $0.73 U.S. 
from 1994 till 1996). 

The International Travel Survey 
does not allow us to accurately asses 
changes in origin-destination travel 
patterns. As a consequence, the extent 
to which changing average airfares are 
due to changes in travel patterns as 
opposed to changes in airfares cannot 
be assessed. The impact of changes in 
new aircraft technologies may have also 
played a role in the changes in average 
airfares. The introduction of new 50 seat 
jets made many direct routes profitable at 
lower break-even capacities than larger 
jets were capable of sustaining. These jets, 
such as the Canadair Regional Jet, 
allowed air carriers to provide more 
direct non-stop services between trans- 
border cities to business travellers, many 
of whom may have travelled at the 
higher business-class fares. The extent 
to which this phenomenon contributed 
to increasing average business fares is 
unknown. Thus, while we can make 
statements about movements in average 
airfares following the signing of Open 
Skies, evaluating these movements in 
terms of their benefits to travellers could 
be misleading. 


Benefits of the Pact 


Travellers... 
Travellers clearly benefited from the 
new routes introduced by Open Skies. 


Table 5 


Distribution of Air Carrier Revenue Shares 


1993 


Canadian Carriers 
Business 
Non-Business 

Total 


U.S. Carriers 
Business 
Non-Business 

Total 


Canadian et U.S Carriers 
Business 
Non-Business 

Total 


Source: International Travel Survey. 


Figure 4 
Average Business Fares Increase 
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Open Skies 


While there were some new routes that 
were discontinued, there was still a 
significant net gain (59 new routes by the 
end of 1996), including some transborder 
city-pairs which saw direct air passenger 
service for the first time (e.g. Toronto- 
Washington, Ottawa-Washington). These 
new direct service flights provided 
significant convenience to travellers, 
particularly those travellers whose needs 
were previously met only by making 
connecting flights to their destination 
cities. For example, the new Ottawa- 
Washington non-stop service is now an 


80-minute flight, as opposed to the 
previous three-hour indirect flight via a 
U.S. hub. In addition to the con- 
venience of new direct services, greater 
access by Canadian passengers to the 
hubs of the American Northeast, the 
South and the Pacific allowed them to 
take advantage of a greater range of 
outbound international flights. 


'S Elliot, Geoffrey, 1995. Canada-US Open 
Skies. West Sussex, UK: Canada-United 
Kingdom Colloquium Into the 21st Century 
with UK & Canadian Transport. 
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However, the net benefit to Canadian 
travellers of changes in terms of average 
fare movements remains unclear. Many 
factors may have effected changes in 
average fares. These include changes in 
the market composition of air travellers 
by main purpose of trip (business versus 
non-business), changes in the market 
composition of class of travel by busi- 
ness travellers (business class, economy, 
discount economy), changes in the ex- 
change rate, and changes in economic 
conditions. A more accurate assessment 
would require examining changes on the 
ranges of fares (business, economy, and 
discount) for each city-pair. 


Carriers... 

Air carriers benefited from Open Skies 
in their ability to compete for the 
lucrative U.S.-Canada transborder traffic 
— a traffic volume that has ensured its 
status as the highest transborder air 
passenger traffic in the world. The 
market of transborder travellers has itself 
grown following the signing of Open 
Skies. The benefits that accrued to 
Canadian carriers are evident in their 
increased share of this growing pie. The 
total share of travellers choosing 
Canadian carriers has increased after the 
signing of the agreement. More impor- 
tantly to carriers, their share of revenues 
increased from 40% in 1993 to 44% in 
1997, largely due to their ability to attract 
more passengers travelling for business 
reasons. In the same four-year period, 
the proportion of all transborder 
travellers choosing Canadian carriers for 
their business travels rose by 8 
percentage points, from 16% to 23%. 


Other Impacts... 
There are other impacts of the agree- 
ment not analyzed in this paper. The 


agreements’ provision for code sharing 
also provided significant advantages for 
both passengers and carriers. Each 
airline is assigned a unique two-letter 
code, and traditionally, an airline ticket 
lists this code and the flight number 
associated with the segment of a flight 
provided by a particular carrier. Code 
sharing allows airlines to use each 
other’s codes, a practice that has 
increased after Open Skies with the 
growth of airline alliances. In addition 
to the ability to provide market presence 
without the substantial cost-outlay of 
ground staff, sales agents and the like, 
code sharing increases the convenience 
of computerized booking systems. It 
also “...allows airlines to connect traffic 
from foreign cities, which they do not 
fly to, with their flights.” Code sharing 
has, however, introduced its own 
problems. Because one airline lists 
another airline flight as its own, that 
flight is listed twice in computer 
reservation systems (once under each 
airline code) and more times if 
connections are involved. This makes 
it difficult to know how to appropriately 
attribute market shares on code shared 
flights — particularly when passenger’s 
tickets are used to obtain information on 
the carrier. 


Conclusion 

The Canada-U.S. Open Skies agreement 
was part of the trend to liberalized air 
travel, which began with the 
deregulation of the domestic U.S. air 
travel industry in 1978. This agreement, 
like most Open Skies agreements, 
provided for free trade in transborder air 
passenger and air cargo travel. While it 
did not introduce foreign competition in 
the domestic air travel market, it still 
provided some clear benefits for both 
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Canadian passengers and Canadian 
carriers. 

After the end of the transition period 
of the “Open Skies” agreement between 
Canada and the United States, this 
analysis shows us that air traffic has 
increased in both countries, thus conso- 
lidating the Canada-U.S. transborder 
market as the largest in the world. 
Although Canadian companies seemed 
to have gained ground in the sales and 
passenger markets, it is still too soon to 
know if they maintain or increase their 
market shares in face of stiff competition 
from the big U.S. carriers. Only after 
more time has passed and long-term 
market shares and fares have been 
established will it be known how well 
Canadian companies and travellers are 
doing under the agreement. !? 


For a complete listing of the references in 
this article contact Monique Beyrouti, 
Editor-in-Chief (613-951-1673; fax: 613- 
951-2909; monique.beyrouti@ statcan.ca) 


6 Park, K. Namgyoo and Dong-Sung Cho, 
1997. The Effect of Strategic Alliance on 
Performance, Journal of Air Transport 
Management. P 156. 

7 Complicating this analysis is another issue 
that requires more detailed investigation. The 
increased use of code sharing on transborder 
routes has had serious implications for 
analysis of market shares. The revenue 
allocation formulas for code shared flights 
vary greatly depending on the agreements 
signed by carriers who are involved in the 
code shared flights. The analysis in this paper 
assumes that in code shared flights, all the 
revenue goes to the operating carrier and none 
to the selling carrier. If the true allocation of 
revenue between Canadian and U.S. carriers 
on code-shared flights differs significantly 
from this allocation on transborder flights not 
using code sharing, market shares of 
passengers and revenues by nationality of 
carrier will not be accurate. 
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Characteristics of 
International Travellers 
1998 


Tourism businesses enjoyed a record- 
breaking year in 1998. Buoyed by 
strong American tourism, almost 19 
million international tourists came to 
Canada in 1998, the highest annual 
level in the 26 years that travel data have 
been collected. 

In total, 18.8 million international 
tourists made overnight trips to Canada 
during 1998, up 6.8% from 1997. The 
majority, about 14.9 million, came from 
the United States, up 11.1%. This strong 
increase in American overnight travel 
offset a 7.1% decline in overseas visits 
to Canada, which fell from 4.2 million 
in 1997 to 3.9 million in 1998. 

Overnight American travel to 
Canada in 1998 represented the highest 
level recorded, breaking the previous 
13-year record set in 1986 - the year of 
the World Exposition in Vancouver. 
Furthermore, the number of Americans 
visiting Canada surpassed the number 
of Canadians travelling to the United 
States by 1.5 million travellers, the first 
time this has occurred since 1988. A 
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booming United States economy, strong 
American consumer confidence and a 
cheaper Canadian dollar were key factors 
in the growth in American tourism. 

Tourism from the United States 
increased in almost all regions of Canada 
during the summer of 1998. Ontario 
recorded the largest increase in American 
visitors (up 12.4%), followed closely by 
British Columbia (up 11.9%). American 
travellers made fewer overnight visits to 
the Yukon and Northwest Territories 
(down 5.4%) during 1998. 

American overnight visitors injected 
$6.7 billion into the Canadian economy 
in 1998, up 25.2% over the previous 
year. They spent about $450 per trip, 
up 12.5% from a year ago. Americans 
spent $925 million or 38.7% more 
on other expenses, for example shopping 
and souvenirs, the highest increase of 
all the spending categories. The low 
value of the Canadian dollar no doubt 
encouraged many visitors to shop in 
Canada. The majority of their tourism 
spending ($2.7 billion) went towards 
accommodation, up 29.8% compared 
with 1997. 

American travellers continued to take 
more flights to Canada (up 12.4%), main- 
taining the trend that began with the 
implementation of the Open Skies agree- 
ment. Air travel has climbed steadily 
from 2.4 million trips in 1994 to approxi- 
mately 3.6 million in 1998. The vast 
majority of Americans still drove to their 
Canadian destinations (9.4 million), an 
11.9% increase over 1997. 

In terms of overseas travel, the 3.9 
million visitors from countries other than 
the United States spent $4.5 billion in 
1998, 1.2% less than in 1997. The 
reduction in Asian travel to Canada 


deepened in 1998 with 19.0% fewer 
visitors. This followed an 8.9% decline 
from the previous year. Overnight 
visits from Europe declined marginally 
(down 2.2%) despite the appreciation of 
many European currencies against the 
Canadian dollar. Travel from Central 
and other North America jumped 14.3% 
in 1998, largely due to influxes (16.7%) 
of Mexican tourists to Canada. 

Much of the decline in overseas 
visitation was due to a 14.1% drop in 
the number of visitors travelling to 
Canada via the United States. Direct 
overseas arrivals, which now represent 
63% of all overseas traffic, decreased 
just 2.4% in comparison. These visitors 
are a significant market for Canada, as 
they tend to stay longer and spend more 
per trip than those arriving from the 
United States. 

Provincially, the strongest gains 
in overnight visits from countries 
other than the United States in 1998 
occurred in Alberta (up 19.1%) and 
British Columbia (up 16.2%). However, 
1998 levels still remained well below 
those recorded in 1996 for these two 
provinces. Large in fluxes in travellers 
from the United Kingdom, Germany and 
France were largely responsible for 
the growth in overseas visitors. 

Meanwhile, overnight trips by Cana- 
dians to the United States declined 
11.2% to 13.4 million in 1998, the 
lowest annual level since 1987. On the 
other hand, Canadians made a record 
4.2 million over seas trips (up 5.9%), 
preferring traditional European desti- 
nations such as the United Kingdom, 
France and Germany. 


International Travel 


Account 
First quarter 1999 (preliminary) 


The international travel account deficit 
fell to $182 million during the first 
quarter of 1999, its lowest level in more 
than a decade, on the heels of record 
spending by American travellers in 
Canada. 

Between January and March, Cana- 
dians spent $182 million more outside 
the country than foreigners spent here, 
down from $411 million in the fourth 
quarter of 1998. The first quarter deficit 
was the lowest since early 1988 when it 


reached $364 million. 

Canadians spent nearly $4.1 billion 
outside the country during the first 
quarter of 1999, while foreigners spent 
$3.9 billion in Canada. 


Travel deficit with the United 
States lowest in more than a 
decade 

The increase in spending by United 
States residents travelling to Canada was 
the main contributor to the decline in 
Canada's overall deficit with the other 
countries of the world. American travel- 
lers spent a record $2.4 billion in Canada 
during the first three months of 1999, up 
4.6% from the previous quarter. At the 
same time, Canadian spending south 
of the border declined 2.3% to just under 
$2.5 billion. 

The result was a deficit with the 
United States of only about $11 million 
in the first quarter of 1999, down 
from $177 million in the previous 
quarter and the lowest level in the last 
10 years. The booming U.S. economy, 
strong American consumer confidence 
and the cheaper Canadian dollar were 
likely major factors in the record 


Canada's international travel account deficit down to lowest level in 


over 10 years 


$ billions 
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Note to readers 


Unless otherwise stated, quarterly data 
in this release are seasonally adjusted. 
Amounts are in Canadian dollars and are 
not adjusted for inflation. 

Receipts represent spending by 
foreigners travelling in Canada, including 


education-related spending and medical- 
related spending. Payments represent 
spending by Canadians travelling abroad, 
including education-related spending and 
medical-related spending. 

Overseas countries are countries other 
than the United States. 


American spending on this side of the 
border. 

During March alone, Americans 
made a record 1.4 million overnight 
trips to Canada, exceeding the number 
of Canadians travelling to the United 
States. The number of overnight trips 
by Americans visiting Canada has been 
exceeding the number of Canadians 
travelling to the United States since 
February 1998. 


Record spending by 
travellers between Canada 
and overseas countries 
Despite the 2.3% decrease in the number 
of overnight trips to overseas countries, 
Canadians spent a record $1.6 billion in 
overseas countries, up 1.2% from the 
previous record set in the fourth quarter 
of 1998. Meanwhile, spending by resi- 
dents of overseas countries in Canada 
rose 6.0% to a record $1.5 billion. The 
number of overnight trips by overseas 
residents increased 4.6% from the 
previous quarter to 1.1 million. 

Consequently, Canadians spent $171 
million more in overseas countries 
during the first quarter of 1999 than 
overseas residents spent here, the ninth 
consecutive quarterly deficit with 
Overseas countries. This level was a 
sharp decline from $234 million in the 
previous quarter. 
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Inter-city Transportation Price Index and the Travel Price Index, 
by Quarter 


Inter-city Transportation Price Index 


Travel Price Index 


Travel Price Index a PSE 

First quarter 1999 110 Fp 

The TPI rises 2.3% from the ihe one ne ee us 
same period last year 

The Travel Price Index rose 2.3% Source: Tourism Statistics Program. 


over the same period last year. 
Although prices of most TPI 


components went up, inter-city trans- accommodation costs climbed 4.5% and costs fell 1.6% during the same period. 
portation contributed most to the automotive vehicle rental costs rose In comparison, the CPI advanced 
increase. In the first quarter of 1999, 3.2%. Automotive vehicle operating 0.8% over the same quarter last year. 


The Travel Price Index (TPI) and its Components 
(not seasonally adjusted, 1992 = 100) 


% Change 


First Fourth First 
Quarter Quarter Quarter 
Components of the TPI 1999 1998 1998 


Inter-city transportation 157.4 
Local and commuter transportation 122.7 
Rental of automotive vehicles 117.0 
Operation of automotive vehicles 111.4 
Traveller accommodation 111.4 
Food purchased from stores 110.7 
Food purchased from restaurants 111.4 
Served alcoholic beverages 107.6 
Alcoholic beverages purchased from stores 11222 
Spectator entertainment 125.8 
Clothing 105.1 
Footwear 105.1 
Clothing accessories and jewellery 97.6 
Clothing material, notions and services 111.6 
Medicinal and pharmaceutical products 107.1 
Personal care 108.1 
Photographic equipment 95.8 
Photographic services and supplies 100.3 
Operation of recreational vehicules 107.3 
Audio discs and tapes 107.6 
Use of recreational facilities and services 118.6 
Reading material and other printed matter 122.0 
Tobacco products and smokers’ supplies (es 
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© = U & = O1 © ü B © D Où ü = Oo Oo © N © ND PB W 


SS20000010+0 = 
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Travel Price Index (TPI) 118.2 


D 


Consumer Price Index (CPI) 109.2 


© 
© 


Sources: The Consumer Price Index, Cat. No. 62-001-XPB; and the Tourism Statistics Program. 
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Note to readers 


The Travel Price Index (TPI) is an 
aggregate index of the goods and services 
used by travellers in Canada. Price 


movements are derived from the detailed 
Consumer Price Index (CPI) series. 

A technical report on the Travel Price 
Index is available from the Tourism 
Statistics Program at (613) 951-1673. 


The TPI drops 0.6% from the 
previous quarter 

In the first quarter of 1999, the Travel 
Price Index was 118.2. Travellers paid 
more in the first quarter of 1999 than 
the previous quarter for inter-city trans- 
portation and food, among other com- 
ponents. However, lower costs for 
accommodation and automotive vehicle 
rentals more than offset increases in 


Quarterly Percentage Change in TPI and CPI from Preceding Year 
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the other components, resulting in a 
total drop of 0.6% in the TPI between 
the fourth quarter of 1998 and the 
first quarter of 1999. During the same 
period, the cost of consumer goods 
included in the Consumer Price Index 
(CPI) rose 0.3% over the previous 
quarter. 

Data on the Travel Price Index are 
now available on Cansim, matrix 2510. 
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First Quarter % Change 


VISITORS TO CANADA (000s) 


From United States 7,403 7,605 DT 
One or more nights visits 1,803 2,012 11.6 


- By auto 1,071 1,165 8.8 
From Overseas 521 564 8.3 
One or more nights visits 502 547 9.0 
Top Seven Countries: 
United Kingdom 107 118 10.3 
Japan 68 67 -1.5 
France 49 bi 4.1 
Germany 36 39 8.3 
Australia 23 26 13.0 
Taïwan 16 20 25.0 
To United States: 9,809 8,711 -11.2 
One or more nights visits 3,040 2,882 : -5.2 
To Overseas (one or more nights) 1,395 : 1,461 4.7 
Airline passengers (Level |) (000s) 5,547 5,423 -2.2 
Airline passenger-km (Level |) (000,000s) 13,792 14,325 3.9 
Travel Price Index 1925 118.2 2.3 
Consumer Price Index 108.3 109.2 0.8 
- Restaurant meals 109.6 111.4 1.6 
- Renting and leasing of automotive vehicles 113.4 117.0 3.2 
- Gasoline 100.5 94.8 -5.7 
- Amusement and recreation (000,000s) 7,672 7,973 3.9 
- Accommodation and food services (000,000s) 18,858 18,789 -0.4 
Personal disposable income per capita (s.a.) 18,206 18,453 1.4 


LABOUR (000s) 


Labour force (s.a.) 157515 15,896 
Unemployed 1,338 1,246 
Employed 14,177 14,650 


Ou 3 
a 


wlo 
w| © 


American Dollar 1.43035 12511933 54 
British Pound 2.35455 2.46845 4.8 
Japanese Yen 0.01117 0.01299 16.3 
German Mark 0.78644 0.86772 10.3 
French Franc 0.23469 0.25872 10.2 


(S.a.) seasonally adjusted. 
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Seniors... A market to watch in the next Millennium 


by Laurie McDougall Table 1 


Canadian Population Aged 65 and over, 


Laurie McDougall is a senior analyst with the Tourism Statistics 1981 to 2041! 


Program 
Population Proportion of the 


« . Aged 65 and over Population 
Highlights: ae oe ee 


000s % 


Seniors (aged 65 and over) will make up 23% of the 1981 2,377 9.6 


: : : 1991 3,217 11.4 
Canadian population by the year 2041, 1996 3 582 121 


The share of seniors in the Canadian population will be 1998 3,736 12.3 
one of the highest among the industrialized countries; Projections 


. . . . . . 2016 5,894 15.9 
The growth in domestic and international trips by seniors 2021 6 891 178 


over the past decade has outpaced most age groups; 2026 7.997 20.0 
Research shows that travel participation rates tend to et ee a 
decline among seniors, a challenge for marketers facing 9041 9 670 99 6 


an older generation of travellers; 


; ; : : ' Population projections are based on the 1996 Preliminary postcensal 
Seniors account for a disproportionately higher share of estimates 


overall nights compared to other ages due to their tendency Source: Statistics Canada, Demography Division. 
to take longer trips, especially during the winter months; 


Seniors made half of long stay trips (30 or more nights) to 
the United States in 1998 and 13% of all trips south of the 
border; 


The states of Washington and Florida continue to be the 
favourite American destinations for seniors, although the 
weak performance of the Canadian dollar has caused many 
seniors to curtail their travel to the United States; 


Seniors are more likely to travel in the off-season when 
travelling to an international destination; 


Senior women travellers outnumber men by a ratio of 58 . 
to 42. A oe at 7 ravel road by no 


Characteristics of International Travellers 
| International Travel Account 
s the International Year of the Senior Persons winds Domestic Travel 
A attention on this growing group of consumers Travel Price Index 
will continue well into the next millennium. This 
event marked the first year that seniors have been recognized Tr avel Indicators 
by a worldwide designation. And it is no wonder -- the world’s 


Bei Statistics Statistique 
Canada Canada 
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population is rapidly aging. Over the 
next few years the proportion of older 
persons (defined by the United Nations 
as 60 and over) worldwide will increase 
from one in 14 to one in four’. 
Canada’s theme for the 1999 Inter- 
national Year of the Older Persons 
(IYOP) is “Canada, a society for all 
ages”. The theme highlights the impor- 
tance of intergenerational dialogue and 
cooperation on seniors’ issues, the need 
to involve seniors in decisions, and 
recognition that seniors play an impor- 
tant and beneficial role in Canadian 
society. Given the significant role 
seniors play in the tourism, one of the 
many initiatives for the IYOP was the 
creation of a Seniors’ Travel Program. 
The program was aimed at raising 
awareness about senior friendly travel 
services and to encourage seniors to 
travel as an aspect of healthy active 
living. As part of this program, Air 
Canada, Greyhound Canada and VIA 
Rail are offering special senior discounts 
for those travellers aged 60 and over. 


Canada compared to the 
world 


Canada’s senior population (defined as 
aged 65 and over) is among the fastest 
growing in the world. Despite this 


Chart 1 


growth, the senior population is still 
relatively small compared with that of 
other major industrialized countries. In 
1996, for example, 12% of all Canadians 
were aged 65 and over, compared with 
13% in the United States and the 
Netherlands; 15% in Germany, France 
and Japan, and Switzerland; 16% in the 
United Kingdom; and 17% in Sweden and 
Italy. This situation will change in the 
next several decades, however, because 
the number of Canadians nearing the age 
of 65 is larger than in these other coun- 
tries. Seniors are projected to make up 
18% of the Canadian population by 2021 
(Chart 1), compared with only 16% of 
Americans. By 2031, when the baby 
boom generation will span the ages of 66 
to 86, seniors will represent 22% of the 
population. 

Such a demographic shift will have 
marked consequences for businesses, ser- 
vices and government organizations 
responding to their diverse set of needs. 
Many in the tourism industry have 
already recognized the importance of this 
market. But much more will need to be 
done in the future to fully understand how 
their changing needs can be addressed. 
And, although seniors will constitute a 


' Health Canada, International Year of the Older 
Persons Web site: http://iyop-aipa.ci.gc.ca. 


Distribution of the Population in 1998, with Projections for, 


2021', 2031' and 2041! 


Percent 
100 


Under Age 65 


80 


60 


40 


1998 2021 


[-] Aged 65 and over 


2031 2041 


’ Population projections are based on the 1996 Preliminary postcensal estimates. 
Source: Statistics Canada, Demography Division 
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Chart 2a 
Incidence of Domestic Leisure Travel by Age Groups, 1998 


Percent 
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Source: Canadian Travel Survey 


Chart 2b 


55-64 65 and over 


Incidence of International Leisure Travel by Age Groups, 1998 


Percent 


United States 


15-24 25-34 


Source: Canadian Travel Survey 


rapidly growing population, their pro- 
pensity to travel decreases with increas- 
ing age. Chart 2a shows the drop in 
domestic travel participation among the 
65 and over age group. In 1998, 43% of 
seniors said they took at least one 
overnight leisure trip in Canada, com- 
pared to a high of 64% among the 25 to 
34 age group. The incidence of travel to 
the United States peaks at 18% among 
those aged 45 to 54, then declines to 13% 
among the senior population. Travel 
propensity to overseas countries is most 


Other Countries 


55-64 65 and over 


prevalent among those aged 55 to 64 
(10%), then decreases to 7% among 
seniors (Chart 2b). Obviously, this 
presents a challenge for the tourism 
industry in the next century. 


The size and nature of the 
senior travel market 


In 1998, Canadians of all ages took 
approximately 92 million overnight trips 
to a destination in Canada or around the 
world (Table 2). Seniors accounted for 
8% or 7.2 million of these trips, up from 
7% in 1990. Their share of domestic 
travel was lower than their overall share 
of the population of Canada (12%) in 
1998. This is mainly due to the fact that 
seniors take fewer domestic trips on 
average compared to all travellers: 1.6 
versus 2.6 trips for travellers aged 15 and 
over. And, as noted above, the incidence 
of domestic travel drops significantly 
among the senior population. On the 
other hand, the proportion of seniors 
travelling outside Canada reflects their 
current share of the population (13%). 
As Chart 3 shows, their share of nights 
and spending far exceeds their share of 
trips due to the fact that they stay away 
more nights on average and therefore 
have higher expenditures. Furthermore, 
seniors spent more nights outside Canada 
in 1998 than they did travelling in 
Canada: 37.3 million nights outside 
Canada versus 27.1 million in Canada. 

As Table 3 illustrates, their overall 
growth in international travel over the 
past decade, particularly to overseas 
destinations, are especially notable. 
Between 1990? and 1998 travel to 
international destinations by seniors 
grew 5%, however, as with all ages, this 
was tempered by a dramatic drop in 
travel to the United States in 1998 due 
to a weak Canadian dollar. Nonetheless, 
declines among the seniors market were 
not as severe as in all other ages. More 
and more seniors are venturing further 
afield. Since the beginning of the decade, 
the number of overseas trips by seniors 
have almost doubled. This growth far 
exceeds their increase in the population 
over the same period. In the next 
millennium, expansion in international 
travel will become even more rapid 
particularly as the older baby boomers 
enter their senior years. 


2 1990 was the first year that age was collected 
on the International Travel Survey. 
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Table 2 
Travel by Seniors Versus All Ages, 1998 


All Ages Non-Seniors 


Trips:(000s) 

All Destinations 
Canada 

United States 
Overseas Countries 


92,057 
74,409 
13,430 

4,218 


Nights:(000s) 

All Destinations 
Canada 

United States 
Overseas Countries 


416,982 
244,970 
99,858 
72,154 


Expenditures:(000,000s) 
All Destinations 

Canada 

United States 

Overseas Countries 


29,199 
15,352 
7,923 
5,924 


84,849 
68,566 
11,700 

3,676 


352,614 
217,853 
73,895 
60,866 


25,602 
14,229 
6,427 
4,946 


Distribution: 


Non- Seniors 


Seniors 


Seniors All 
Ages 


7,208 
5,843 
1,730 

542 


64,368 
27,117 
25,963 
11,288 


4,006 
1,123 
1,695 
1,188 


Sources: Canadian Travel Survey and International Travel Survey. 


Chart 3 


Senior Share of Trips and Nights and Spending by Destination, 1998 
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Sources: International Travel Survey and Canadian Travel Survey 


Home sweet home 


As with all other ages, travelling in 
Canada is most common among senior 
travellers 81% of their trips were to 
Canadian destinations in 1998. In 
general, seniors share many of the same 
travel habits as the overall domestic 


travel population. They, like other travel- 
lers, prefer to drive their own car, travel 
predominately in their own province and 
visit with friends or family. However, 
seniors are different than other age groups 
in that they tend to travel for longer 
periods of time (4.6 nights versus 3.3) 
(Table 4), travel frequently to visit friends 


or family (52% of trips versus 41% for 
all travellers) and are more likely to 
travel alone. 


Globe trotting seniors 


In 1998, seniors took 1.7 million trips 
to the United States, and stayed 26.0 
million nights, just one million fewer 
than their domestic nights (Table 5). 
Since seniors are staying in the United 
States twice as many nights on average, 
their share of expenditures are also 
higher. In the United States for instance, 
they spent $1.7 billion or 21% of 
expenditures. Senior’s spending per trip 
averaged $1,519 versus $1,187 for other 
travellers. Senior travel to overseas 
destinations reveals a similar pattern. In 
1998, they represented 16% of nights 
and 20% of expenditures, but took only 
13% of overseas trips. This is explained 
by their slightly longer stays: 21 nights 
versus 18 for all travellers. 

Seniors, like their younger counter- 
parts, visited the United Kingdom more 
than any other overseas location (Table 6). 
In fact, in 1998 two out of every ten 
overseas visits by seniors were to the 
United Kingdom. Mexico followed in a 
distant second place with close to 50,000 
visits. Seniors are no doubt attracted to 
Mexico’s warm sunny climate but also 
the chance to explore a rich culture 
combined with numerous historical 
sites, such as ancient Mayan ruins. 
France and Germany were the third and 
fourth most popular countries visited by 
seniors, the same ranking as for all ages. 
Next on the senior travel destination list 
was the Netherlands, followed closely 
by Italy. In comparison, Cuba was the 
fifth ranked destination for travellers of 
all ages in 1998. 

The state of Washington tops the list 
of U.S. states visited by seniors in 1998. 
Florida followed in second place, 
although ranked in terms of nights, 
Florida stands out head and shoulders 
as the favoured destination for seniors 
as well as all Canadians. New York, a 
long time favorite among all Canadians, 
was the top third state visited. Michigan, 
which is in close proximity for seniors 
residing in Southwestern Ontario drew 
150,000 seniors. Close to 150,000 
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Table 3 
International Trips by Seniors Versus All Ages, 1990 and 1998 


Overnight Trips Change 


1990 1998 1998\1990 


000s 000s 
All Ages 
Total International 20,415 17,648 
To the United States 17,262 13,430 
To Overseas Countries 3,153 4,218 


Seniors 

Total International 2,175 2,272 
To the United States 1,869 1,730 
To Overseas Countries 305 542 


Sources: Canadian Travel Survey and International Travel Survey. 


Table 4 
Domestic Travel by Canadian Seniors Versus All Ages, 1998 


All Ages Non-Seniors Seniors 
Overnight trips (000s) 74,409 68,566 5,843 
Nights (000s) 244,970 217,854 27,116 
Expenditures (000,000$) 15,352 14,229 1, ee 


Average spending per trip ($) 192 
Average spending per night ($) 41 


Average duration (nights) y : 46 


Source: Canadian Travel Survey. 


Table 5 
International Travel by Canadian Seniors Versus All Ages, 1998 


All Ages Non-seniors Seniors 
United States 
Overnight trips (000s) 13,430 11,700 
Nights (000s) 99,858 73,895 
Expenditures (000,000$) 7,923 6,228 


Average spending per trip($) 1,187 Art 


Average spending per night($) 160 179 
Average Duration (nights) 7.4 6.5 


Overseas Countries 
Overnight trips (000s) 
Nights (000s) 
Expenditures (000,000$) 


Average spending per trip($) 
Average spending per night($) 
Average Duration (nights) 


Source: International Travel Survey. 


seniors travelled to Nevada, the well- 
known gambling destination. 
Pennsylvania, Maine, Vermont and 
Oregon received less than 100,000 senior 
travellers in 1998. 


Duration 


Since seniors generally have more time 
on their hands they can often embark on 
much longer trips, although they tend to 
take these longer trips outside of Canada. 
As shown in Table 8, 11% of their trips 
to the United States and 13% of their 
Overseas trips lasted more than one 
month. Furthermore, seniors took half 
of all long stay (30 nights or more) trips 
by Canadians to the United States in 
1998. The majority of these travellers are 
Snowbirds who travel primarily to the 
southern states, especially Florida. 


Purpose 


Friends and family play an increasingly 
more important role in stimulating 
domestic travel by seniors. In 1998, over 
one-half of senior trips were for visiting 
friends or family (VFR) compared to 
42% of trips for all ages. Many of these 
senior VFR travellers tend to be women 
(59% versus 41% for men), who are 
often travelling alone. About one-third 
of senior domestic trips were for pleasure 
or holiday reasons. Since the vast 
majority of seniors are retired, just 4% 
of trips were business-related (Table 9). 
When travelling outside the country 
pleasure is the principal reason cited by 
seniors, although approximately one- 
quarter of seniors went to visit friends 
or family. The distribution of personal 
and business travel to the United States 
was similar to domestic travel. 


Seasonality 


Seniors are often viewed as the salvation 
of many summer-only tourist resorts, 
since they are no longer constrained by 
school holidays?’ . Travellers can take 


3 Travel and Tourism Analyst, The Seniors 
Market, Number 5, 1997. 
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Table 6 
Top Ten Overseas Countries 
Visited by Senior Travellers, 
1998 


Visits Share 


000s 


Total all countries 664 
Top ten countries 394 
United Kingdom 148 
Mexico 
France 
Germany 
Netherlands 
Italy 
Ireland 
Switzerland 
Portugal 
Spain 
All Other Countries 


— C2 CO CO CO RE BR O1 O1 


> 


Source: International Travel Survey. 


Table 7 

Top Ten US Destinations 
Visited by Senior Travellers, 
1998 


Visits Share 
000s % 


Total United States 2,740 
Top ten States 1,524 
Washington 308 
Florida 
New York 
Michigan 
Nevada 
California 
Pennsylvania 
Maine 
Oregon 
Vermont 
All Other States 


— 01 
oo 


+ © © © ©  R On On 
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Source: International Travel Survey. 


Table 8 


Senior Travel by Duration, 
1998 


Canada United 
States 


Total 

1-3 nights 64 
4-9 nights 24 
10-16 nights 

17-30 nights 

31 or more nights i 


Sources: Canadian Travel Survey and 
International Travel Survey. 


Statistics Canada - Catalogue no. 87-003 


Chart 4 
Distribution of Domestic Travel by Quarter, 1998 
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Source: Canadian Travel Survey 


Table 9 


Senior Travel by Purpose of 
Trip, 1998 


Canada United 
States 


Other 
Coun- 
tries 


% 


Total 100 
Pleasure 61 
Visiting Friends/ 

Relatives 25 
Personal 10 
Business 4 


Sources: Canadian Travel Survey and 
International Travel Survey. 


advantage of reduced off-season rates and 
enjoy travelling during a less busy time 
of year. Although, as illustrated by Chart 
4, the summer quarter remains the pre- 
ferred travel season for seniors travelling 
in Canada. In 1998, 41% of their domestic 
trips occurred in the summer months of 
July to September (Table 10). On the 
other hand, seniors take a higher propor- 
tion of their overseas trips during the non- 
peak summer period (Chart 5). This is 
particularly true for overseas travel where 
the winter and spring quarters are the most 
popular travel periods due to the populari- 
ty of sun destinations at this time of year. 


Table 10 


Seasonality of Senior Travel, 
1998 


United 
States 


Other 
Coun 
tries 


Canada 


Total 

First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 


Sources: Canadian Travel Survey and 
International Travel Survey. 


Transportation 


Like most Canadian travellers, getting 
behind the wheel of their own car is the 
preferred way to travel to a destination 
in Canada. This is not too surprising 
given that over half of seniors living in 
private households drive. According to 
the results from the 1996 National 
Private Vehicle Use Survey, about one- 
half of seniors reported that they were 
still driving, especially those living in 
rural areas: 60% compared with 46% in 
large urban centres. 

Since most domestic travel takes 
place in their province of residence, only 
7% of trips by seniors were by plane. 
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Chart 5 
Distribution of International Travel by Quarter, 1998 


Percent 
35 
All Ages 


30 
65 and over 


25 


Source: Intemational Travel Survey 


About 5% travelled by bus, which was 
higher than the share for all travellers 
(3%). For destinations south of the 
border, about two-thirds went by car, but 
there is greater reliance on other modes 
particularly air travel. In fact, at least two 
out of ten senior trips south of the border 
are by plane. 

Senior women travellers outnumber 
men, especially among those seniors 
travelling to the U.S. where the ratio is 
58 to 42 (Table 11). This is generally 
not the case in all other age groups, where 
men typically outnumber women. Since 
women tend to outlive men, their share 
increases among the older seniors (75 
and over). For the tourism industry, this 
is an important characteristic that will 
need to be addressed in developing 
products and services for an aging 
population. 

Seniors generally travel in pairs, al- 
though this varies from 59% for domes- 
tic destinations to 68% for international 
destinations. Seniors are more likely to 
travel alone when going to a domestic 
destination, although these travellers are 
usually travelling to visit friends or 


family rather than for a holiday. Travel 
groups consisting of three or more 
seniors were more common, especially 
for travel to the United States. 

Among the seniors travelling in 
Canada, 14% were university graduates 
compared to just 8% of the senior 
population overall. However, this pattern 


Table 11 


Characteristics of Senior 
Travellers, 1998 


United 
States 


Domestic 


Sex: 100 
Women 53 
Men 47 


Party Composition: 100 
Adults Only 99 
One adult 39 
Two adults 59 
Three or more 

adults 1 


Sources: Canadian Travel Survey and 
International Travel Survey. 


will change dramatically among future 
seniors. For example, 21% of domestic 
travellers aged 55 to 64 reported univer- 
sity education in 1998. This figure 
climbs to 28% for those aged 35 to 54, 
the bulk of the baby boom generation. 
Since the tendency to travel increases 
with education, seniors in the next 
century will likely travel more on a per 
capita basis. A more educated aging 
consumer may also be more selective 
and demanding of the travel experiences 
offered to them in their retirement. 


In Summary 


As the number of seniors surges in the 
next millennium, the tourism industry 
will not be able to ignore this market. 
This article has presented a summary of 
the travel patterns of today’s seniors. But, 
will seniors of the next century be similar 
to seniors of today? Probably not. For 
one thing, many travellers who will be 
entering their senior years in the next 
century will have more travel experience 
behind them than their older predeces- 
sors. This will be particularly true of the 
baby-boom generation (those born 
between 1946 and 1965), which will 
begin entering their senior years starting 
in 2011. As well, given that the vast 
majority of women are now in the work- 
force, when they retire they may have 
increased financial resources to travel in 
their retirement. This is especially signi- 
ficant, given that women outnumber men 
among the senior travel population. The 
senior in the next century will also have 
more education credentials than previous 
generations‘. All of these factors may 
result in a higher travel propensity 
among future seniors, a trend that will 
bode well for travel in the next 
millennium. 


4 Aging Baby Boomers and What it Means for 
Domestic Travel in the 21° century, Travel- 
log, Vol 17 no 3, Cat. 87-003-XPB. 
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Quick Facts on Seniors 


@ Women make up a relatively large share (57%) of the senior 
population, especially in the very oldest age range (85 and over) where 
they account for 70%. 


In 1996, about 92% of all people 65 and over lived in a private 
household. 


Canada’s seniors are living longer than ever before. In 1991, a person 
aged 65 had an average continued life expectancy of 18 years, over 
one year more than in 1981 and almost five years more than in 1921 
to 1941 period. 


On average, seniors have lower incomes than people in most other 
age groups. Nevertheless, incomes for seniors have risen at a faster 
rate than other age groups over the past decade and a half. 


Seniors generally have more leisure time than people in younger age 
groups. In 1992, people aged 65 and over had an average of 7.7 hours 
of free time each day, two hours more than the 15 to 64 age group. 
They therefore spend more of their leisure time travelling. 


Seniors are physically active. In 1995, close to 50% of all people 
aged 65 and over engaged in regular physical activity, while 14% 
took part in physical activity occasionally. 


In 1996, about one-half of seniors living in private households were 
driving a car, minivan or truck. Of these drivers, senior men were far 
more likely to sit behind the wheel than senior women, especially in 
rural areas. 


Sources: Health Canada, Division of Aging and Seniors; Statistics Canada, 
Transportation Division. 


Want to learn more about the Seniors Travel 
Market? 


Pay only $100 for your copy (Regular price $350) profiling Travel by 
Canadian Seniors in 1998 Versus All Age Groups for Travel to: 


— Canadian Destinations (CTS, product no 87C0035) 


— United States and Other Countries (ITS, product no 66C0003) 


These two Profiles include information of the majority of trip and traveller 
characteristics asked on the Canadian and International Travel Surveys. 
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Tourism Statistical 
Digest 


Your essential tool for 
understanding all 
facets of tourism in 
Canada. 


Dia you know... 


Canada now ranks 8" in the 
world in terms of tourism arri- 
vals, up from 10th place. 


More and more Americans are 
choosing Canada as their vaca- 
tion spot, while the flow of 
Canadians south of the border 
recedes. 


Air travel surges in the last half 
of the decade largely due to the 
Open Skies agreement. In parti- 
cular, the domestic charter indus- 
try increased almost five-fold so 


‘ far this decade. 


Hotel and motel occupancy rates 
and profit margins improved in 
the later half of the 1990s. 


More than half of Canadian travel 
agency revenues are generated 
from the sale of foreign destina- 
tions. 


After transportation, the restau- 
rant sector reported the second 
highest tourism demand with 
over $32 billion in revenues. 


If current travel trends with the 
United States continue, the US 
travel deficit will reach 0 by the 
year 2000. 


Find all this and much more in the 
Tourism Statistical Digest 1999, 
(Catalogue 87-403-XPB $45 in 
Canada and US$45, outside Canada) 
including over 100 tables and charts 
highlighting data trends and travel 
market characteristics. 
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> TRENDS 


? Cy 


A look at Travel Abroad 


by Canadians 
Winter 1999 


Canadians take fewer 
overnight trips to the U.S. 


Over the first three months of 1999, 
Canadians travelled 2.9 million times to 


Table 1 
Trips of One or More Nights to the United States by Primary Purpose 


Total Visiting 
Friends & 
Relatives 


15t Quarter: 


1998 3,040 556 
1999 2,883 520 


Percentage Change -5.2% 


-6.5% 


visit their southern neighbours, down 5% 
from the same period one year earlier. 
Canadian travellers staying one or more 
nights contributed close to 2.2 billion 
dollars to the American economy, a drop 
of 4% from the same months a year 
earlier. While in the U.S., each Canadian 
traveller spent approximately $763 per 
trip, relatively unchanged from last year. 


More business trips 


There was a 14% increase in trips 
primarily for business purposes, whereas 
trips for pleasure were down by 13% 
(Table 1). Airplane travel for business 
purposes increased by 19% from the 
winter of 1998 to the winter of 1999. 
Combined with lengthier stays for this 
type of travel, the result was an increase 
in expenditures related to business trips, 


Business & Other! 


Convention 


Pleasure 


1,710 547 
1,508 625 


-11.8% 14.3% 


' This category includes personal reasons and not stated. 


Source: International Travel Survey. 


Table 2 


U.S. Trips and State Visits by Canadian Residents, 


One or More Nights, 
1998 and 1999, First Quarter 


‘000 


Total One or more Nights Trips: 
Selected States Visits’: 
Florida 804 
New York 295 
Washington 266 
California 290 
Nevada 233 


3,040 


Share 1999 


‘000 
2,883 


715 
306 
258 
269 
219 


' Ona trip, Canadians may visit more than one State, therefore the sum of all States Visits will be greater 
than the total trips. 
Source: International Travel Survey. 


from $466 million to $594 million over 
the period in question. 


Canadians are making 
shorter visits to the U.S. 


The number of trips of 3 to 6 nights’ 
in duration increased sharply. These 
trips represented 31% of all overnight 
trips in the first quarter of 1999 compared 
to 27% in the two previous winters. On 
the other hand, there was a 17% decrease 
in trips of 7 to 30 nights’ duration from 
the first quarter of 1998 to the first 
quarter of 1999. Compared to the winter 
of 1997, this represents a decrease of 
nearly 25% in this type of trip. 

Also, the breakdown of travellers by 
age indicates that all Canadians, with the 
exception of those aged 20-24 and those 
aged 65-74, travelled to the United States 
less often in the winter of 1999 than 
during the winter of 1998. 


More visits to New York 


Of the most popular American destina- 
tions for Canadian travellers over the 
winter, only New York recorded a greater 
number of visitors (Table 2). Despite this 
growth, there was substantially less 
spending (17%) in New York due to 
Canadians staying fewer nights overall 
in the first quarter of 1999 compared to 
the first quarter of 1998. 


Canadians abandon Florida 
for other sunspots 


Since the peak of 956,000 visits to 
Florida in the first quarter of 1997, there 
has been a constant and sizeable drop in 
the number of visits from one winter to 
the next. There were 715,000 visits by 
Canadians to Florida over the winter of 
1999, a drop of 11% from a year earlier. 
Expenditures were down by the same 
percentage as Canadians spent 6% fewer 
nights in Florida. 

While not the only factor discourag- 
ing Canadians from spending time 
visiting our southern neighbours, the 
weak Canadian dollar in relation to its 
American counterpart inevitably results 
in a desire to seek out other destinations. 
This change in preference is evidenced 
by the increased number of visits by 
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Canadians to sunshine destinations other 
than the United States. 


A greater number of 
Canadians travel to countries 
other than the United States 


Canadians took more than 1.4 million trips 
to overseas countries during the winter 
of 1999, an increase of nearly 5% over 
1998 (Table 3). Expenses incurred 
during those visits reached $1.7 billion, 


Table 3 


Trips of One or More Nights to Countries other thant the United 
States by Primary Purpose 


Total 


Visiting 


Friends & 
Relatives 


1st Quarter: 
1998 
1999 


1,395 
1,461 


Percentage Change 4.7% 


188 
168 


-10.6% 


an increase of 9% over the previous year. 
During that period, Québec residents 
increased their overseas visits by 20%. 
However, this is offset by the fact that 
from the winter of 1997 to the winter of 
1998, visits by Quebecers to overseas 
countries had dropped by 13%, while 
visits by all other Canadians had in- 
creased. During the first quarter of 1999, 
Ontario residents accounted for 46% of 
all overseas visits, a similar percentage 
to a year ago. 


Business & Other! 


Convention 


Pleasure 


000 


957 
1,061 


186 
159 


10.9% -14.5% 


' This category includes personal reasons and not stated. 


Source: International Travel Survey. 


Table 4 


Overseas Trips and Region Visits by Canadian Residents 


One or more nights 
1998 and 1999, First Quarter 


Total One or more Nights Trips: 


Selected Region Visits’: 

Europe: 
United Kingdom 
France 

Asia: 

Central & Other N.Am.: 
Mexico 

Carribean: 
Cuba 
Dominican Republic 
Jamaica 

South America: 

Oceania: 


1998 


‘000 


1,394.6 


381.2 
114.8 


79.1 


201.3 
353.7 
332.8 


376 
89.8 
89.1 
26.2 
61.1 
92.5 


Share 


‘000 
1,460.5 


RP 


WOWP=MDONWWPOON 
9 co a a — ot i NE 


364.1 
118.9 
47.8 
220.3 
391.1 
359 
439.5 
170.4 
108 
26.8 
60.9 
43.6 


ine) 


© BR HS À © O1 w © À 


© N © PB + = O © = Ww te 
; 
oo 


PrP — 
— © 1 ND + 
hm © — —_ 


NOMH-OMNOHOWF 
© © & D © SH OomBEOC 


' 
— 


' Ona trip, Canadians may visit more than one country or region, therefore the sum of all Country Visits 
will be greater than the total trips. 
Source: International Travel Survey. 
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Visits by Canadians to Asia 
increased by 9%, with the number of 
visits by residents of British Columbia 
doubling. 

Canadians also showed their appetite 
for change by making 28% more visits 
to Africa. Twice as many Ontario 
tourists visited that continent in the first 
quarter of 1999 as during the same 
period a year earlier. 

Canadians travelled overseas for 
pleasure more often, while the number 
of trips taken primarily to visit relatives/ 
friends decreased. The greatest increase 
in pleasure travel was by Quebecers, 
who took 39% more pleasure trips. 
Indeed, during the first quarter of 1999, 
Québec residents accounted for 24% of 
all pleasure travel by Canadians, com- 
pared to 19% one year earlier. 

Lastly, the overall number of trips 
taken primarily for business purposes 
was down by 14% for the period in 
question. 


Mexico remains the favourite 
sunshine destination 


The list of sunshine destinations other 
than the United States has not changed 
for Canadians. Mexico remains the 
favourite, followed by Cuba and the 
Dominican Republic. It is worthwhile 
noting a sharp increase in the number of 
visits to Cuba. After two consecutive 
winters of reduced travel to Cuba — 18% 
and 21%, respectively — the number of 
visits to Cuba by Canadians leaped 
upwards by 90% during the winter of 
1999. The Dominican Republic also 
became much more popular, with the 
number of visits by Quebecers tripling 
during the winter months of 1999. In 
the winter of 1998, 53% of all Canadian 
visitors to the Dominican Republic were 
Ontario residents, while 21% were from 
Québec. A year later, that market was 
evenly split between Quebecers and 
Ontarians (45% each). 

Overall, there were 439,000 visits by 
Canadians to the Caribbean, overtaking 
the number of visits to Europe, which came 
in at 364,000, down 5% from the first 
quarter of 1998 (table 4). Visits to France 
during this period were down by over 
half, mostly as a result of fewer visits 
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by Quebecers. The stronger French 
Franc and, to a lesser degree, the stronger 
British Pound (graph 1) in relation to the 
Canadian dollar undoubtedly influenced 
the choices made by Canadians, who 
seem to have reacted favourably to the 
range of all-inclusive packages available 
to Caribbean destinations. 

Furthermore, while visits to national 
and regional parks and historical sites 
represent only 6% of the activities in 
which Canadians participate during their 
trips to overseas countries, this type of 
activity appears to be becoming more 
popular. In fact, the number of such visits 
recorded an interesting 13% increase 
during the winter months of 1999 over 
the same period a year earlier. 


Characteristics of 
International Travellers 
First Quarter 1999 


Buoyed by the continued strength of 
American tourism and the recovery of 
overseas tourism to Canada, there were 
over two million overnight trips by 
international tourists to Canada between 
January and March 1999, the highest 
first-quarter level in the 26 years that 
travel data have been collected. 

In total, 2.6 million international 
tourists made overnight trips to Canada 
during the first quarter of 1999, up 10.9% 
from the same quarter in 1998. Overseas 
travel to Canada expanded a hefty 9.4%, 
following six quarters of decline. How- 
ever, the majority, about 2.0 million, 
came from the United States, up 11.3%, 


Graph 1 
Canadian $ Per Unit of French Franc 
First quarters 


Canadian $ Per Unit of British Pound 


First quarters 


3.0 
2.5 
2.0 


ie) 


1994 1995 


Source: Bank of Canada Review 


the highest first-quarter volume ever. 
The previous first quarter high occurred 
just last year with 1.8 million trips. A 
booming U.S. economy, strong Ameri- 
can consumer confidence and a cheaper 
Canadian dollar continued to be key 
factors in the growth in American 
tourism in Canada. 

Tourism from the United States 
increased in almost all regions of Canada 
during the first quarter of 1999. British 
Columbia recorded the largest increase 
in American visitors (25.5%), followed 
by Quebec (20.3%). 

American overnight visitors injected 
almost $900 million into the Canadian 


economy in the first quarter of 1999, up 
24.4% over the same period in 1998. 
They spent about $445 per trip, an 11.7% 
increase. 

American travellers took more 
flights to Canada (15.8%), maintaining 
the trend that began with the implemen- 
tation of the Open Skies agreement in 
February 1995. Air travel has climbed 
steadily from 399,000 trips during the 
first quarter of 1994 to about 668,000 in 
the first quarter of 1999. Automobile 
trips increased 8.8% over the same 
period. 

Visitors from countries other than the 
United States took 543,000 trips to 
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Canada between January and March 
1999, a 9.4% increase over the same 
quarter a year ago. This was the first 
year-over-year quarterly increase in 
overseas visits since the first quarter of 
1997. Overseas visitors spent $638 
million in the first quarter of 1999, 
17.3% more than in the same quarter of 
1998. Asian travel to Canada expanded 
a modest 3.9%, the first positive 
movement in Asian traffic since the 
winter of 1997. Overnight trips from 
Europe expanded 9.7%, with most of the 
gains originating from Canada's tradi- 
tional markets (the United Kingdom, 
France and Germany). 

Meanwhile, overnight trips by 
Canadians to the United States declined 
5.2% to 2.9 million in the first quarter 
of 1999, the lowest quarterly level since 
1988. This represents the tenth consecu- 
tive quarterly decline in Canadian traffic 
south of the border. 

In contrast, Canadians made a record 
1.5 million first-quarter overseas trips 
(4.7%), continuing the growing trend in 
overseas outbound travel. In the first 
quarter, sun destinations were particu- 
larly popular for Canadians, especially 
the Caribbean islands, which saw a 
16.8% jump in Canadian winter traffic. 


International Travel 
Account 


Second Quarter 1999 
(preliminary) 


The international travel account deficit 
more than doubled from the first quarter 
to the second quarter of 1999, with more 


than half of this due to the increase in the 
travel deficit between Canada and the 
United States. The second quarter deficit 
is still well below the most recent deficit 
peak of $961 million in the third quarter 
of 1997. 

From April to June, Canadians spent 
$392 million more outside the country 
than foreigners spent here, up from $160 
million in the first quarter of 1999. 

In total, Canadians spent $4.1 billion 
outside the country during the second 
quarter of 1999, up 0.1% from the pre- 
vious quarter. Meanwhile, foreigners 
spent $3.7 billion in Canada, down 5.7% 
from the first three months of 1999. 


Deficit increased between 
Canada and the United States 


American travellers spent slightly less 
than $2.4 billion in Canada from April to 
June 1999, down 3.3% from the first 
quarter of the year. At the same time, 
Canadian spending south of the border 
increased 3.5% to just under $2.6 billion. 

The result was a deficit with the 
United States of $216 million in the 
second quarter of 1999, up from 
$47 million in the previous quarter and 
back to the level set in the fourth quarter 
of 1998. 


The appreciation of the Canadian 
dollar against the American currency 
during the second quarter of 1999 is one 
factor that may have contributed to the 
deterioration of Canada's travel balance 
with the United States. The Canadian 
dollar gained 3.0% over the American 
dollar between the first and second 
quarter of 1999, from an average of 
US$0.66 in the first quarter to an average 
of US$0.68 in the second quarter. 

With the appreciation of the Cana- 
dian currency against the American 
dollar, Canadians increased their trips 
and spending south of the border. 
Canadians made 1.7% more trips to the 
United States during the second quarter 


Canada's international travel account deficit back to the level set 


in the fourth quarter of 1998 


$ billions 


au) ee 


Il IV 


Balance 
| Il 


Il IV | Il Il 


IV | Il 
1998 1999 
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of 1999 and increased their spending by 
3.5% over the previous quarter. Mean- 
while, Americans took 2.3% more trips 
this side of the border and decreased their 
spending by 3.3% from the first three 
months of 1999. 


Decrease in spending 
between Canada and 
overseas nations 


During the second quarter of 1999, Cana- 


than residents of these countries spent 
in Canada. The result was a deficit of 
$176 million, up from $113 million in 
the previous quarter. 

Spending by overseas residents 
travelling to Canada was down 9.7% 
from the previous quarter to just under 
$1.4 billion, back to the level set in the 
fourth quarter of 1998. Canadian spend- 
ing in countries other than the United 
States declined 5.1% from the first three 


The decrease in spending between 
Canada and overseas countries might be 
explained by a decrease in the number 
of trips between these destinations. In the 
second quarter of 1999, overseas 
residents made just under 1.1 million 
trips to Canada, down 3.7% from the 
previous quarter. Meanwhile, Canadians 
travelled to overseas destinations on 1.1 
million occasions, down 1.4% from the 
first quarter of 1999. 


dians spent more in overseas countries months of 1999 to $1.5 billion. 


International travel account receipts and payments 


Third 
quarter 
1998" 


First Second 
quarter quarter 
1998" 1998" 


Fourth First 
quarter quarter 
1998" 19991 


Second 
quarter 
1999° 


seasonally adjusted’ 


$ millions 
United States 
Receipts 2,101 2,064 2,143 2,342 2,443 2,362 
Payments 2,498 2,591 2,278 2,519 2,490 2,577 
Balance -397 -526 -136 -177 -47 -216 


6,921 
10,259 
-3,337 


All other countries 
Receipts 1,306 1,320 1,290 1,369 os 1,368 5,300 
Payments 1,497 1,476 1,493 1,603 1,628 1,544 5,613 
Balance -191 -156 -203 -234 -113 -176 -313 


Total 
Receipts 3,407 3,385 3,433 3,711 3,958 3,730 
Payments 3,995 4,067 3,772 4,121 4,118 4,122 
Balance -588 -682 -339 -411 -160 -392 


12, 221 
15,871 
-3,651 


Third 
quarter 
1998" 


Fourth First 
quarter quarter 
1998" 1999" 


Second 1997" 
quarter 


1999? 


First Second 
quarter quarter 
1998" 1998" 


unadjusted! 


$ millions 
United States 
Receipts 
Payments 
Balance 


1,149 2,200 
2,909 2195 
-1,760 -595 


3,734 1,568 
2,155 2,026 
1,579 -459 


1,369 
2,875 
-1,506 


6,921 
10,259 
-3,337 


8,650 
9,885 
-1,235 


All other countries 
Receipts 820 1,371 2,100 994 929 5,300 5,285 
Payments 1,621 1,400 1,657 1,392 1,779 5,613 6,070 
Balance -801 -28 443 -399 -849 -313 -785 


Total 
Receipts 
Payments 
Balance 


1,968 3,571 
4,530 4,195 
-2,562 -623 


5,834 2,561 
3,812 3,419 
2,022 -857 


2,298 
4,653 
-2,355 


12,221 
15,871 
-3,651 


13,935 
15,955 
-2,020 


’ Data may not add to totals due to rounding. 
' Revised figures. 
P Preliminary figures. 
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Domestic Travel 
First quarter 1999 


Canadians made 29.5 million trips 
within Canada in the first quarter of 
1999 and spent $3.6 billion on these 
trips. Compared with the same period 
last year, the number of trips advanced 
13.7% while expenditures increased 
6.0%. Both same-day trips (13.9% to 
16.3 million) and overnight trips (13.5% 
to 13.2 million) contributed to this 
upward trend. During the overnight 
trips, 37.0 million nights were spent in 
all types of accommodation, up 11.4% 
compared with the first quarter last year. 
These increases coincided with an 11% 
decline in the number of Canadians 
going to the United States as well as 
good economic conditions in Canada 
and relatively low inflation of 3% for 
travel prices. 


Of the 29.5 million trips recorded in 
the first quarter, 10.9 million were taken 
to visit friends or relatives, 9.6 million 
for pleasure, 4.7 million were for 
business and conventions and 4.3 
million for personal reasons. All these 
categories of trips increased compared 
with the same quarter last year, with the 
largest advance posted in the pleasure 
(21.2%) trip category. 

Canadians travelling outside their 
own province accounted for 3.5 million 
trips or just more than 1 trip out of 10 in 
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the first quarter of 1999. However, the 
money spent on these trips totalled $1.5 
billion, which represented 40% of total 
travel expenditures in the first quarter. 
Average expenditures for inter-provincial 
trips were $413 per person and $111 per 
person each night with an average 
distance travelled of 854 kilometres. 

Various statistical profiles and micro- 
data files are available on request. 


Travel Price Index 
Second quarter 1998 


The TPI rises 4.8% from the 
same period last year 

In the second quarter of 1999, travellers 
experienced a 4.8% hike in the cost of 
goods and services in the Travel Price 


Index basket compared to the same 
quarter a year ago. This increase was 
led by arise of nearly 14% in the cost of 
inter-city transportation, reflecting 
higher gas prices and airline rates. Inter- 
city transportation is by far the largest 
cost for travellers in Canada. Indeed, 
23% of the overall travel expenditures 
are spent on this single item. A major 
fluctuation in prices in this area therefore 
has a greater impact on the TPI variation 
overall and on the traveller’s pocketbook 
than would be the case for a service 
which is used much less by travellers. 

The three other types of services on 
which travellers spend the most money 
are: food and beverages consumed in 
restaurants and bars; the use of motor 
vehicles; and accommodations. The 
average traveller spends 17% of his 
budget on each of these services. 

The price of all elements of the TPI 
rose in the second quarter of 1999 


Quarterly percentage change in TPI and CPI from preceding year 


1995 1996 


Source: Tourism Statistics Program 


Travel-log, autumn 1999 


compared to the same quarter in 1998, 
except for photographic equipment, 
which dropped by 3.4 %. 

As a comparison, in the second 
quarter of 1999 the TPI was up 1.6% 
from the same quarter last year. 


The TPI rises 5.0 % from the 
preceding quarter 

In the second quarter of 1999, the Travel 
Price Index rose 5.0% from the preceding 
quarter. This TPI increase is mainly due 


to the increase in accommodation costs 
for travellers. Between the first and the 
second quarter of 1998, accommodation 
costs increased by 15.8 %, due to the 
usual high demand during the summer 
holiday period. Also, the hotel sector is 
still reaping the benefits of the weak 
Canadian dollar, which attracts visitors 
from the United States, and is also taking 
advantage of the strength of the North 
American economy. 


The Travel Price Index (TPI) and its Components 
(not seasonally adjusted, 1992 = 100) 


Components of the TPI 


Inter-city transportation 

Local and commuter transportation 
Rental of automotive vehicles 
Operation of automotive vehicles 
Traveller accommodation 

Food purchased from stores 

Food purchased from restaurants 
Served alcoholic beverages 


Alcoholic beverages purchased from stores 


Spectator entertainment 

Clothing 

Footwear 

Clothing accessories and jewellery 
Clothing material, notions and services 
Medicinal and pharmaceutical products 
Personal care 

Photographic equipment 

Photographic services and supplies 
Operation of recreational vehicules 
Audio discs and tapes 

Use of recreational facilities and services 
Reading material and other printed matter 
Tobacco products and smokers' supplies 


Travel Price Index (TP) 


Consumer Price Index (CPI) 


Second 
Quarter 
1999 


168.7 
123.7 
11527 
116.3 
129.0 
11120 
ea 
108.4 
1127 
126.7 
105.0 
107.1 

98.6 
111.6 
108.0 
108.0 

96.2 
100.2 
110.8 
106.6 
120.6 
123.5 

73.1 


124.2 


110.3 


Sources: The Consumer Price Index, Cat. No. 62-001-XPB and the Tourism Statistics Program 


In the second quarter of 1999, inter- 
city transportation costs rose 7.4% from 
the previous quarter. This rise is partly 
due to the hike in airline rates. Costs 
related to the use of motor vehicles also 
increased by 4.4 %. 

Only a few components went down 
in price, and these decreases were very 
minimal. 

Over the second quarter of 1999, the 
cost of all goods and services recorded 
by the consumer price index was up 
1.0% from the previous quarter. 


% Change 


Second 
Quarter 
1998 


13.6 
2a 
2.4 
229 
5.0 
0.3 
129 
1.0 
0.4 
4.5 
1.6 
2.0 
1.3 
5 
2.4 
1.0 

-3.4 
les: 
1.9 
0.0 
2.8 
2.0 
2.2 


4.8 
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Second Quarter 
% Change 


VISITORS TO CANADA (000s) 


From United States SA 
One or more nights visits 3.2 
- By auto 2.3 
From Overseas 1152 0.2 
One or more nights visits 1,080 1,106 2.4 
Top Seven Countries: 
United Kingdom 216 214 -0.9 
Japan 129 132 2.3 
Germany 101 107 5.9 
France 96 95 -1.0 
CANADIANS OUTSIDE CANADA (000s) . - : 
One or more nights visits 3,531 3,525 -0.2 
INDUSTRY _ _ - _ _ 


Airline passengers (Level |) (000s) 6,433 6,122 -4.8 


Airline passenger-km (Level !) (000,000s) 16,614 16,745 0. 


PRICES 1992 = 100 (not s.a) 


Travel Price Index 118.1 124.2 


5.2 
Consumer Price Index 108.6 110.3 1.6 
1.9 


- Restaurant meals 110.0 112.1 


- Inter-city transportation 148.5 168.7 13.6 


- Renting and leasing of automotive vehicles 113.0 SRE 2.4 


- Gasoline 100.2 105.0 4.8 
ECONOMIC _ 


Gross Domestic Product, 1992 prices (s.a.) (000,000s) 715,456 738,972 3.3 
4 


- Amusement and recreation (000,000s) 7,693 7,952 


- Accommodation and food services (000,000s) 18,594 18,498 -0.5 

Personal disposable income per capita (s.a.) 18,233 18,580 1.9 

LABOUR (000s) : : : 

Labour force (s.a.) 15,575 15,914 2.2 
Unemployed 1,307 1,272 -2.7 
Employed 14,268 14,642 2.6 

- Accommodation and food services (not s.a.) 909 927 2.0 
EXCHANGE RATES (in Canadian dollars) 


American Dollar 1.4467 1.4728 1.8 

Japanese Yen 0.0107 0.0122 14.3 

German Mark 0.8069 0.7957 -1.4 

French Franc 0.2407 0.2373 -1.4 
(s.a.) seasonally adjusted. 
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